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EDITORIAL COMMENT 
Leading Phases of War 


N the war in which the United States 

is now engaged, along with some 

twenty-five other nations, there are 
three outstanding phases: 

First.—Providing the funds required. 

Second.—Producing the necessary 
forces and weapons of offense. 


Third.—Placing these forces and 


weapons where they can be most effec- 
tively employed in defeating the enemy. 


As to the first of these essentials, it 
cannot be said that Congress has been 
either niggardly or dilatory. On the 
contrary, it has promptly, generously 
and even lavishly, voted the sums con- 
sidered necessary to train and equip the 
naval, military and air forces. 

Some estimates place the minimum 
requirements for offensive purposes at 
one hundred and fifty billions of dol- 
lars during this and the two ensuing 
fiscal years. or at the rate of fifty bil- 
lions a year, roughly one-half the na- 
tional income for the period named. 

It is plain that even these high figures 
are tentative only and are liable to a 
sharp upward revision. But there is 
no question as to providing the required 
sum, however large it may prove to be. 
From taxation sources, the purchase of 
bonds and savings stamps by the public, 
and from the practically limitless re- 
sources of the banks will come all the 
money that may be needed. 

As to the second phase, finding the 


required forces, training them and fur- 
nishing them with needed equipment, it 
is in the latter feature of this part of 
the program—provision of equipment 
—that the most serious problem has 
arisen. This was due to the fact that 
the country, when war began, found its 
huge industrial mechanism geared to 
peace-time production, and to make the 
change to war production has required 
time. The progress made in effecting 
this transformation has been very great, 
though it has been somewhat delayed 
by labor troubles and by some lack of 
administrative efficiency. But at pres- 
ent ‘our production for war purposes 
is proceeding with such a speed as will 
soon give us, in association with other 
nations, superiority over the enemy. 

The fourth phase of war relates to 
the employment of forces and weapons 
at the point where they will most effec- 
tively count in defeating the enemy—a 
problem belonging exclusively to those 
to whom has been committed the carry- 
ing out of military policy. It may be 
well understood why these authorities 
would not rush to engage in any rash 
enterprises where by lack of adequate 
forces or proper equipment failure must 
inevitably result. This caution is wise, 
though indulged in too long it may af- 
ford the enemy an opportunity of in- 
flicting severe loss on the United 
Nations. 
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A specific instance may be cited—the 
apparent lack of proper reinforcement 
of General MacArthur’s gallant defense 
of the Philippines. Failure to afford 
this support, though it may have been 
justified by the exigencies of the gen- 
eral situation, caused much dissatisfac- 
tion in the public mind, a dissatisfaction 
which would have been much reduced 
by a readiness on the part of the Gov- 
ernment to take the public into its con- 
fidence. 

It is not beyond the bounds of pos- 
sibility that this country and all the 
United Nations are thinking too much 
of the future and not enough of the 
present, of the ultimate victory, of win- 
ning in the long run. Should the enemy 
win many more victories in the short 
run, this long run will be almost in- 
definitely lengthened. As remarked by 
the New York Times: “The 


Singapore show us that all we prize 
shall likewise perish unless we smite 
swiftly and with all our might.” 


© 


PROPOSED TRADE DOLLAR 


ARTLY as an outcome of the recent 

inter-American Conference at Rio 
de Janeiro a suggestion has been made 
for the creation of a trade dollar, pre- 
sumably not intended to supplant na- 
tional currencies, but to provide a 
medium to be used in international trade 
and for stabilizing exchanges or at least 
for greatly lessening their fluctuations. 
Such a dollar would call for gold, silver, 
or some other valuable asset to be held 
by a central bank or authority of some 
kind. The plan might work well enough 
in peace, but there is no trust fund so 
sacred that an enemy nation would have 
any respect for it. And thus, in time 
of war, the trade dollar’s value would 
collapse. 

This proposal for a trade dollar re- 
calls a somewhat similar device once 
employed by the United States, though 
this coin was created chiefly for use in 
the Orient. It was a rather curious fact 
that our trade dollar of 420 grains of 
silver circulated locally at a discount 
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as compared with the standard silver 
dollar of 412% grains. The explana- 
tion consisted in the fact that the latter 
was a legal tender while the former, 
though of greater intrinsic value, was 
not. 

So many changes have taken place in 
recent years, both as respects interna- 
tional and local currency developments, 
that one can hardly set limits as to what 
may be done in the future, though it is 
probably safe to say that a trade dollar 
of dependable value, or a real interna- 
tional currency, can hardly be expected 
in the absence of assurance of a durable 
peace. 

© 


FEDERAL RESERVE 
TREASURY 


(LONTROVERSY has arisen over the 

proposal to authorize the Federal 
Reserve’ banks to buy Government 
obligations from the Treasury instead 
of acquiring them as at present in the 
open market. Critics of this proposal 
condemn it as inflationary, and cite that 
this was the means used in Germany 
and France to bring about disastrous 
inflation. It is objected that this is a 
scheme to monetize the public debt. 
But that is what happens even when, 
as at present, the Government's obliga- 
tions are bought by the commercial 
banks from the Treasury and by the Re- 
serve banks in the open market, result- 
ing deposits being available as money. 
But there is an important difference 
(though somewhat theoretical under 
existing circumstances). The commer- 
cial banks being independent of the 
Treasury, may buy or not the obligations 
the Treasury offers, owing to whether or 
not they are satisfied with the interest 
rate, maturities, and other factors af- 
fecting the present and future value of 
the securities offered. Presumably, the 
Federal Reserve would be less influenced 
by these considerations, should it be- 
come essentially subsidiary to the 
Treasury. Direct purchase of the obliga- 
tions by the Federal Reserve would re- 
lieve them of the market test, and would, 
to an extent at least, lessen the ability 


AND THE 
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Rep TAPE” is frequently 
the bottleneck which throttles 


activity in time of emergency. 


One of the outstanding char- 
acteristics of our American 
independent banking system 
is the speed and efficiency with 


which it has served industry 


and commerce and is now pre- 
pared to meet the exacting 
needs of wartime economy. We 
offer our facilities if you think 
we can help you. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 
Capital, Surplus and Undivided Profits 
$46,000,000 


Member of Federal Deposit Insurance Corporation 
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of the Federal Reserve to intervene in 
the money market to protect the value 
of outstanding obligations. 

Some bankers have pointed out that 
the present method of Treasury financ- 
ing hardly differs from the issue of 
greenbacks. And while it is true that 
by this method the public debt is in 
effect converted in to what is the same 
as money, the process differs in an es- 
sential respect from the issue of green- 
backs. Such issue would relate only 
to the Government’s need of funds. But 
so long as bonds must be placed with 
the banks, there are some restraints, 
such as ability of the banks to absorb 
all the obligations offered, and the rate 
of interest which the Government must 
pay. 

It must be admitted that when Treas- 
ury obligations are sold to the commer- 
cial banks at a merely nominal rate 
of interest, and the proceeds converted 
into deposits, there is only a short step 
between this operation and greenbacks; 
but in this, as in other instances, the step 
though short is one fraught with great 
danger. 

Sound banking principles and Gov- 
ernment requirements do not always 
coincide, and this is one reason why a 
country’s central banking system should 
be independent. But in time of war the 
needs of Government are paramount, 
though it is hoped that these needs may 
be met with the least possible invasion 
of sound banking methods. 
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LIMITING THE PUBLIC DEBT 
W HATEVER may have been the wis- 


dom of placing a limitation on the 
public debt of the United States in time 
of peace, it must be clear that no such 
limitation is possible in time of war. 
The debt will have to be extended as far 
as may be necessary to provide funds 
not furnished by receipts from taxation 
and other sources. 

Even when peace prevailed, the debt 
limitation was less of a safeguard than 
it seemed. For as Congress fixed the 
amount of debt that could be incurred. 
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it also had the power to raise the limita. 
tion as seemed wise or necessary. The 
only advantage in fixing a limit con. 
sisted in the fact that further extensiog 
of the debt could only be authorized by 
Congress, and thus afforded an oppor. 
tunity of a fresh scrutiny of expendi. 
tures. 

Thus the security heretofore attaching 
to the debt limitation was more fancied 
than real, and it actually afforded a 
false sense of security, there being a 
tendency to think the country safe be. 
cause its debt could only be so much, 

It is now proposed to fix a new limita. 
tion at 110,000,000.000, but it would 
probably be better to abolish all limita. 
tion of the public debt, for no one can 
tell to what that limit must of necessity 
reach. The fact that Congress may be 
called on from time to time to raise the 
debt limit, and this only calls attention 
to the matter and tends to excite public 
alarm. 

While therefore it would be well to 
repeal legislation limiting the publi 
debt, there is one limitation that should 
be rigidly adhered to, and that is the 
exact requirements of our military out 
lays and the closest possible curtailment 
of non-military expenditures. 


® 


THE GROWTH IN CIRCULATION 


S of November 30, the money in cir 

culation in the United States 
amounted to $10,639,588,759. Since 
that date the amount has risen to up 
wards of eleven billion. 

While some of this increase has been 
due to increased business, to rising 
prices and to other causes heretofore 
mentioned in these pages, a consider 
able part of it is probably due to hoard: 
ing—not a very wise procedure at any 
time and much less so now, since the 
rising prices act to cause money to de 
cline in purchasing power. 

During the Civil War interest-bearing 
notes were for a time issued and put 
into circulation as money. The hoaré 
ing of these notes had an advantage 
over non-interest-bearing currency, sine 
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The Practical Operation 
of a 
Small Bank’s Credit 


Function 


By 
JOHN WETZEL 
Comptroller, 


The Bayside National 
Bank, Bayside, N. Y. 


ERE at last is a book on bank 

credit procedure for the use of 
smaller banks. In writing it the 
author had in mind the small 
interior bank with total assets of 
from one to ten millions, employ- 
ing in its credit department a 
maximum personnel of an execu- 
tive oficer and one or two clerks. 


It is intended to be a manual of 
operations—a manual that will 
meet the restrictions of a small 
bank's credit facilities and yet be 
consistent in its recommended 
procedure with good credit man- 
agement practices and able to 
stand the test of bad times with a 
minimum of loss. 


Send for a copy on 5 days’ 
approval and judge for yourself its 
every-day usefulness in your bank. 


Price $1.75 delivered 


BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 


Please send me on approval a copy of 
“The Practical Operation of a Small 
Bank's Credit Function” by John Wet- 
zel. At the end of 5 days I will either 
remit $1.75 or return the book. 


the interest, in part at least, offset the 
decline in purchasing power. 

Instead of hoarding currency, the citi- 
zen would do well to put his surplus 
funds in obligations of the United 
States which bear interest. 


© 
“BUY DEFENSE BONDS 
STAMPS” 


HIS is advice being loudly pro- 

claimed by practically all the banks 
in the United States. Is the advice 
sound? Decidedly so, and for the fol- 
lowing among other reasons: 

These purchases by the public are 
necessary to help in providing the funds 
which the Treasury urgently needs in 
meeting war expenditures. 

If made by the people directly, in- 
stead of by the banks themselves, in- 
flation will be hindered. 

And whatever may happen to the 
world at large, the United States will 
survive—its population, land, factories 
and resources in general may be slightly 
impaired but cannot be materially 
harmed, much less completely destroyed. 

But it will be objected that we are 
running behind at the rate of over forty 
billions a year, with an early debt of 
more than one hundred billion dollars. 
Still, the answer to this is, buy U. S. 
bonds and stamps. They wiil be safe 
if anything will be. The faith of our 
people in their country has never 
failed, and it will not fail now. 

It is the considered opinion of THE 
BANKERS MacazZineE that, from a patri- 
otic point of view as well as from that 
of affording a sound investment, the 
banks of the United States are entirely 
justified in advising the people to Buy 
Defense Bonds and Savings Stamps. 


AND 


© 


When the Army uses the phrase “6 x 6 
truck” it is not referring to dimensions. 
A “GMC 214,—6 x 6” is a two and one-half 
ton General Motors truck with six wheels, 
all of which can be driven by the motor. 
A Chevrolet “4 x 2” has four wheels, two 
»f which can be driven by the motor. 
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FHA as a Factor in 


Combatting Inflation 


By Paul Matthew Stoner 


GREEMENT is almost unanimous 
that inflation is detrimental to our 
national economy and should be 
most scrupulously avoided. In the wake 
of inflation invariably comes the de- 
struction of the existing scales of value. 
as a result of unbridled speculation, 
and the cropping up of inequities wher- 
ever contractual obligations prevail as 
between wage earner and employer, 
lender and borrower, etc. Later come 
bankruptcy, loss of jobs, savings, and 
homes—and, in general, human misery. 
The FHA is vitally concerned with 
even the most remote threat of inflation 
because it is the Federal agency set up 
to insure the risk of foreclosure of 
mortgages on our nation’s homes. The 
FHA, unless forewarned and forearmed, 
would have to carry a large part of the 
financial burden of foreclosures should 
a run-away inflation ever develop. 
Therefore, in addition to the deep con- 
cern which this agency shares with the 


The accompanying article is 
based on a memorandum which 
was prepared by the author for 
the heads of the various Federal 
financing agencies and depart- 
ments. Mr. Stoner is assistant 
to the director of the Division 
of Research and Statistics of the 
Federal Housing Administra- 
tion. It has been released for 
publication because of its in- 
terest to the entire banking and 
finance field. 


rest of the administration and civic- 
minded citizens, the FHA has a definite 
financial stake in preventing the ma- 
terialization of inflation. 


The Meaning of Inflation 


To define inflation in terms of its rec- 
ognizable significant symptoms, infla- 
tion means an abrupt rise in prices; 
i.e., an inflation of the whole price 
structure of consumers’ and producers’ 
goods. Several concepts of inflation 
that have been mistakenly in vogue from 
time to time have been excluded from 
consideration because they lack a full 
comprehension of the nature of the 
forces producing this phenomenon. Thus, 
the mere expansion of bank assets eli- 
gible for rediscounting by the Federal 
Reserve banks or even the mere expan- 
sion of bank loans themselves is ex- 
cluded. These are not even reliable in- 
dicators. We can have price inflation 
without an expansion of the credit base 
or of bank loans, and we can have an 
expansion of the credit base or bank 
loans without a consequent price in 
flation. 

The fundamental force which has 
always set the inflationary process in 
motion is a growing disequilibrium be- 
tween the physical volume of goods pro- 
duced and available for purchase and 
the nation’s effective purchasing power. 
And there is no reason to expect in the 
event of a future inflation a digression 
from this observed past pattern. We 
have learned to call the price boom re 
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sulting from this disequilibrium “infla- 
tion” if the Government rather than the 
business community is the principal 
stimulant. 

The fundamental cause of a Govern- 
ment-fostered inflation can be attributed 
to the huge drafting of man power, pro- 
ductive plants, and materials for Gov- 
ernment use, usually rearmament. As 
a result, the supply of goods available 
for purchase by the consumer is reduced 
while. at the same time, and as a result 
of the employment in the rearmament 
industries, new purchasing power is 
pumped into the hands of consumers. 

Consumers can be expected to spend 
rather than save a large part of the in- 
‘crease in incomes they are enjoying. 
And therein lies the seed of inflation 
which may germinate, unless one or the 
other following preventives, or both, are 
administered. The first preventive is 
to expand physical production of con- 
sumers’ goods to the fullest as long as 
men, machinery, and materials are un- 
employed or are not specifically re- 
quired at the moment in the rearmament 
program. This is just a common sense 
economy, that would be used by any 
good housekeeper to build up stores of 
supplies in anticipation of a day when 
all of our productive factors might be 
conscripted for the armed forces or the 
industrial defense program. The second 
is to urge consumers to save and invest 
in Defense Savings Bonds and in other 
savings mediums or to tax away from 
the consumer part or all of the in- 
creased purchasing power accruing to 
him as a result of the Government’s pro- 
ductive efforts. 


Priorities a Separate Problem 


Throughout the discussion of infla- 
tion in this article, all questions of pri- 
orities are definitely granted and set 
aside. If specific members of the labor 
market and specific materials are needed 
in the rearmament production, the war 
program should and will be given pri- 
orities on such men and materials. 
When that time arrives, it may be neces- 
sary to stop completely the production 
of all so-called “non-essential consum- 
ers’ goods.” Housing, if it is defined 
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as non-essential, is no exception. How- 
ever, the decision to curtail housing, 
should the war program continue much 
longer than is expected and future 
events make this move imperative, 
should rest only on priority require- 
ments. It should not rest, as the fol- 
lowing analysis reveals, on any thesis 
of preventing inflation. 

The term “non-essential consumers’ 
goods” has been used in the preceding 
paragraph; it is fitting therefore to 
voice a word of warning regarding the 
difficulty of establishing a line of de- 
marcation between essential and non- 
essential goods. For example, consider 
the houses built under the FHA pro- 
gram. Buildings to house war workers 
are vital in our war program. It is 
estimated that from May through No- 
vember, 1941, approximately 73 per 
cent of the new houses started under the 
FHA system are in the presently desig- 
nated defense areas. These will pro- 
vide, either directly or indirectly, 
houses for defense workers—directly, 
when the new houses are purchased or 
rented by defense workers—indirectly, 
when the defense workers occupy those 
existing houses that are vacated by the 
non-defense workers purchasing new 
houses. As to the remaining 27 per 
cent, some of which are in cotton mill 
towns or agricultural communities that 
are providing the necessities for those 
engaged directly in rearmament, it is a 
moot question whether these too are not 
essential for the war program. Be that 
as it may, the problem under consider- 
ation—namely, whether the insured 
mortgage system, as claimed by some, 
should be terminated because of its in- 
flationary propensities—will be exam- 
ined regardless of whether or not these 
houses are essential. 


Insured Lending Not Inflationary 


The conclusion derived from the in- 
vestigation will be given first and will 
be followed then by the various steps 
of the analysis which led to the derived 
conclusion. The answer to the question 
under consideration is that insured 
mortgage lending is not inflationary and 
will not be as long as the production of 
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new housing is stimulated and as long 
as there are unemployed building work- 
ers or employed workers who are not 
needed or could not be used in the rear- 
mament program. 

From the standpoint of a possible ex- 
pansion of the potential credit base 
(which in itself is often mistakenly re- 
ferred to as inflation) there is some pos- 
sibility of an expansion. The financing 
of new homes and of existing homes on 
which there is no previous mortgage in- 
volves the creation of a credit instru- 
ment. If the mortgage is insured and 
held by a member of the Federal Re- 
serve System, it is rediscountable at the 
Federal Reserve banks. Therefore, the 
insured mortgage might theoretically be 
used as a basis for borrowing and sub- 
sequent relending of the proceeds. How- 
ever, an examination of the current 
financial position of member banks 
makes this potentially almost meaning- 
less from an inflationary viewpoint. 
The huge excess reserves now held by 
member banks remove from the realm 
of possibility the member banks _ bor- 
rowing at any time during the next few 
years from the Federal Reserve. Even 
if the banks would have to borrow, they 
now have on hand an unprecedented 
amount of Treasury bills and notes 
which are eligible for rediscount and 
would probably be used first. Conse- 
quently it is difficult to foresee the day 
when insured mortgages would be used 
to any significant extent for redis- 
counting. 


Pyramiding Could Be Prevented 


Should that day arrive, however, the 


Federal Reserve banks have certain 
powers and are asking for.certain others 
which could restrict the pyramiding of 
loans by banks. Moreover, less than 
half of all insured mortgages are held 
by commercial banks and only a por- 
tion of the commercial banks are mem- 
bers of the Federal Reserve and could 
avail themselves of rediscounting should 
they so choose. Hence, it appears that 
few, if any, insured mortgages will be 
used for rediscounting and pyramiding 
of bank loans. 

We next come to the question of 


whether housing loans result in a sig 
nificant addition to the supply of phys. 
cal goods, and thereby effectively resig 
price rises, with less interference to the 
war program than is true for other types 
of consumers’ goods. The economics of 
housing throws considerable light on 
this question. Several phases of hous 
ing and of the construction industry 
have a bearing on this question, but the 
following is the major consideration, 

Housing is one of the most durable of 
the consumers’ goods and an addition 
to the supply is relatively permanent as 
compared with other types of sud 
goods. In contrast, a large part of each 
day's or each month’s production of 
bread, shoes, or automobiles must be 
devoted to replacing the previous day’ 
or previous month’s consumption of 
such goods. In the case of these les 
durable goods. a much larger propor. 
tion of each day’s labor must be de 
voted to maintaining the current level 
of supply and very little can be devoted 
to building up a surplus store. In faet, 
it would be almost impossible to build 
up and keep a large store of bread and 
some of the other less durable goods 
On the other hand, as far as housing is 
concerned, it requires anywhere from 3 
to 50 years or more for the economic 
value of a house to be consumed. And 
consequently, it is relatively easier to 
reach a production scale which will per- 
mit an accumulation of net additions 
to the housing inventory. 

Workers enjoying increases in im 
comes will demand new or better houses, 
and as long as new housing can be pro- 
vided as fast as effective demand ex 
oands, inflation in housing need not be 
feared. Inflation of the sales prices and 
of rents may result, however, when the 
construction of new housing is cur 
tailed. 

Before taking up the inflationary com 
trols inherent in the insured mortgage 
system, it is worthy to note the defle 
tionary effect of the purchaser’s effort to 
accumulate the equity required to pur 
chase a home. It is believed that a large 
part of equity requirements usually 
come from purchaser’s current income 
or his recent savings. Withholding from 
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current consumption of a part of cur- 
rent income to accumulate an equity 
js an acknowledged deflationary step. 


Controls Inherent in System 


Finally we come to the controls in- 
herent in the insured mortgage system 
itself. These, in contrast to uninsured 
mortgage lending, serve as brakes on 
speculative developments leading to in- 
fation. The standardized powers set 
up in the National Housing Act and in 
the regulations serve to restrict price 
inflation in housing. To curtail the 
insurance of mortgages without the Gov- 
ernment forbidding the construction as 
well as the financing of all housing 
would throw the door wide open to un- 
controlled chaos similar to that which 
followed the last war. 

The FHA can be considered as the 
first real forerunner of price control 
measures now being administered by the 
Office of Price Administration, and dur- 
ing the past crucial months the FHA 
and OPM have collaborated closely in 
this connection. The FHA set up ma- 
chinery nearly seven years ago to con- 
trol the valuation and thereby the price 
of housing. As an example of the ef- 
fectiveness of the price control exer- 
cised by the FHA, recent experience 
can be cited. Since the beginning of 
the defense program, in spite of the 
sharp rises of prices of lumber and 
other building materials, the FHA has 
refused to include such price rises in 
the valuations. Only in four out of the 
63 areas were appraisals permitted to 
be increased. In these four areas, 
where for special reasons part of the 
rise in costs was recognized as being 
more or less permanent, valuations were 
increased. In the other almost 60 in- 
suring offices, no increase has been per- 
mitted. This means that not only has 
the purchaser been put on notice that 
the price rise is considered to be un- 
justified, but he has not been financed 
for such additional cost. 

It is futile to speak of price control 
as an inflation preventive without tak- 
ing into consideration quality control. 
This also is and will be a serious prob- 
lem of the Office of Price Administra- 


Much has been written and 
said on the use of direct control 
of prices and on the restriction 
of demand as curbs on inflation, 
but little has been written on 
the stimulation of production 
within the limitation of priori- 
ties and while excess unemploy- 
ment resources of men and pro- 
ductive plants are still available. 
The financing of capital and 
consumer goods is not, in the 
opinion of the author, a one-way 
street that leads only to a rise 
in prices. Such financing may 
definitely be counter-inflation- 
ary. 


tion. It is a problem that as far as 
housing is concerned has been success- 
fully met by the FHA field staff of tech- 
nical experts. After all, a real price 
inflation in terms of value received 
could develop merely by cheapening the 
quality without raising the quoted price 
one cent. The FHA guards against 
such development by making at least 
three inspections during construction of 
a new house and one on an existing 
house. The purchaser is assured at all 
times that he will receive fair value for 
the price paid. In the past, the FHA 
has rejected one out of every ten ap- 
plications because of failure to meet 
property or neighborhood standards; 
this subject ratio on top of the pub- 
licity and educational program against 
jerry-built houses carried on by the 
FHA testifies to the FHA’s quality con- 
trol. 

It would not only be costly but time- 
consuming for the Office of Price Ad- 
ministration to attempt to duplicate the 
valuation and quality control machinery 
for new and existing homes now being 
operated by the Federal Housing Ad- 
ministration. 

Control of interest rates, which con- 
trol serves to prevent the inflation of 
another element entering into the price 
structure of home ownership, should 
also be noted. The insured mortgage 
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system sets a maximum interest rate of 
4% plus 4% per cent mortgage insur- 
ance premium which may be charged 
by financial institutions. This com- 
pares with rates of 6 to 8 or 9 per cent 
on uninsured first mortgage loans and 
effective rates of 10 per cent and up on 
second mortgage loans. Not only does 


the FHA set a ceiling on the cost of in- 
sured mortgage borrowing but it can 
be said that it serves as a competitive 
yardstick for 
lending. 


uninsured mortgage 


Interest Rates Now Low 


Interest rates on uninsured mort- 
gages have been lowered since the enact- 
ment of the National Housing Act, and 
it seems safe to say that without the 
competition of FHA insured mortgage 
lending, rates in many parts of the 
country would return to the high levels 
prevailing prior to 1934. . 

The fourth major inherent inflation 
control is accelerated amortization pro- 
visions, such as has been promulgated 
in Title VI—defense housing—regula- 
tions. Borrowers under Title VI are 
required to pay a greater amount 
towards principal during the first five 
years than is ordinarily required to 
amortize a 20-year mortgage. One of 
the deliberate reasons underlying the 
adoption of this plan in connection with 
Title VI was to introduce an element of 
forced saving and thereby tap the larger 
purchasing power expected to be en- 
gendered in the defense areas. This 
policy conforms with the proposed 
fiscal policy of the U. S. Treasury to 
encourage savings and to use taxes for 
the purpose of deflating purchasing 
power and preventing inflation. 


Conclusions 


In conclusion, it can be said that: 

1. As long as unemployed man power 
and materials are available, or as lorig 
as man power now employed cannot be 
used in the rearmament program, it is 
desirable to encourage an all-out effort 
to build up a store of non-armaments 
in anticipation of the day of full em- 
ployment. A stimulation of production 


of consumers’ goods, particularly those 
of the essential, durable type such as 
housing, accompanied by the deflation 
of purchasing power through taxation 
and other measures, are the most ef. 
fective general methods of combating 
inflation. 

2. As between the production of one 
type of consumers’ goods and another, 
housing permits the greatest increase in 
the effective supply with the least dis. 
ruption to the rearmament program. 
This conclusion follows from the rela- 
tive durability of housing, the relative 
immobility of labor employed in its 
construction, and the localized nature 
of the materials used in housing. 

3. As between insured mortgage lend- 
ing and uninsured from the standpoint 
of their relative inflationary aspects, the 
evidence for insured mortgages is pre- 
ponderantly favorable. When for pri- 
ority purposes it might become neces- 
sary to stop all new housing construc- 
tion, such cessation should be invoked 
by withholding the needed building ma- 
terials from builders, regardless of 
whether the mortgages are to be in- 
sured or uninsured. But, strictly from 
the standpoint of inflation, a curtail- 
ment of insured mortgage lending, with- 
out curtailing actual construction, would 
force borrowers and lenders to resort 
to uninsured mortgages. This would 
destroy the nation-wide inflation con- 
trols now exercised by the FHA. Price 
control, quality control, interest rate 
control, and accelerated amortization 
provisions are positive inflation preven- 
tives now being exercised by the FHA. 
Without such controls, chaos would re- 
sult and we would again witness a real 
estate inflation similar to that of the 
1920’s and the debacle which followed 
in the early part of the 1930's. 


® 


“Most of the difficulties with which 
human beings struggle are not in the 
inanimate materials with which they 
work but in the very animate mentali- 
ties within the caged walls known as 
their heads.”—Charles F. Kettering, 
Vice-President of General Motors. 
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Credit Analysis 


A Problem 


LL large city commercial banks and 

trust companies keep their credit 

information in credit folders. This 
method of keeping data orderly and 
readily available is essential for the 
proper functioning of any credit routine. 
In a compact form the credit folder 
holds all of the pertinent facts required 
by a loan officer in passing intelligent 
judgment upon a credit risk. 

One of the large New York City banks 
has a credit department with a personnel 
of about 165 individuals. This depart- 
ment has between 400,000 and 450,000 
active credit folders on domestic con- 
cerns, and approximately 100,000 on 
foreign business enterprises. Many 
country banks have credit folders which 
are kept just as orderly, complete, and 
up-to-date. as the larger city institution. 
On the other hand, many banks even at 
this late date have no credit files. The 
credit information is kept in envelopes. 
in an officer’s desk, in his head. or not 
at all. 

Bank credit files may consist only 
of a manila folder to hold papers of 
letterhead size and which cost less than 
one cent a piece or they may be elabo- 
rate folders with pressboard, cardboard, 
or fibreboard covers containing several 
sections divided with index sheets of 
stiff paper which might cost up to forty 
cents a piece. Such elaborate folders 
are helpful and handy to the officers of 
larger city banks but they are probably 
unnecessary and expensive for smaller 
banking institutions. The fact remains, 
however, that every bank should utilize 
some kind of a credit file, so that in- 
formation might be filed away chrono- 


for Banks 


By Roy A. Foulke 


Dun & Bradstreet, Inc. 


logically and orderly for reference at 
any future time. A case history of every 
borrowing account is both valuable and 
enlightening. This technique of handling 
information is, to my mind, the first 
credit analysis problem because it is 
fundamental, and because it has been 
left unsolved by many banking insti- 
tutions. The answer to this problem is 
almost axiomatic: 


1. Make a credit folder of some kind on 
every borrowing account and keep the 
folder orderly, fairly up-to-date, and read- 
ily available at all times. 


Complete Credit Information Needed 


You are a loaning officer of a bank. 
A gentlenian comes in and sits down 
beside your desk. He desires a loan of 
$1,000, maybe $10,000, or even $50,000. 
Perhaps he desires the loan as an in- 
dividual. perhaps he is requesting the 


‘‘Make a credit folder of some 
kind on every borrowing account 
and keep the folder orderly, 
fairly up-to-date, and readily 
available at all times,’’ says Mr. 
Foulke in the attached article 
which is based on an address 
at the Second New Hamp- 
shire Bank Management Confer- 
ence held at the Amos Tuck 
School of Business Administra- 
tion of Dartmouth College. 
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loan for his business which might be 
a proprietorship, a partnership, or a 
corporation. As an individual he might 
desire the loan to purchase a new tractor 
for use on his farm; he might be a 
physician and be desirous of acquiring 
a new automobile to make his daily 
calls; if a business enterprise he might 
need the funds to lay in an increased 
stock of raw materials or finished mer- 
chandise before the busy season. 

If the gentleman or his business has 
borrowed money from you in the past, 
his record of borrowings, security if any 
required, and how each obligation was 
met, together with all credit informa- 
tion collected from time to time should 
be available in a credit folder. If the 
gentleman has never borrowed from you 
previously, a credit folder should now 
be made immediately. 


In either case, whether an old bor- 
rower or a newcomer to your books, 
the next step is to make a credit in- 
vestigation. The greatest crime in bank- 
ing is not to make a poor loan, but to 
make a loan on incomplete, insufficient 
information which then turns into a loss. 


All of us will at times interpret credit 
information incorrectly, but there is ab- 
solutely no excuse to grant a loan on 
the assumed moral and financial respon- 
sibility of a potential borrower, without 


basic information. Large city banks 
make it a practice to revise their credit 
files on borrowing accounts twice yearly 
so that the information in their credit 
files will always be reasonably up-to- 
date whenever a depositor walks in to 
request a loan. Smaller country banks 
should follow this same practice in a 
selective way. The burden is not large. 

Whether a loan is to be made on a 
secured or on an unsecured basis makes 
little difference. Security accepted to 
day for loans is so varied that few 
bankers without the help of a large force 
are able to keep in touch with the chang- 
ing values of the stocks and bonds, en- 
dorsed notes, assigned accounts receiv- 
able, warehouse receipts, trust receipts, 
field warehousing receipts, cash sur- 
render value of life insurance, real es- 
tate, new and used consumer durable 
goods such as automobiles, radios, re- 


frigerators. In most of these cases the 
moral risk is important and needs care. 
ful investigation. From this you will 
see that the second problem concerns 
the practice of making loans on little 
or no information. The answer to prob- 
lem number two is very simple: 


2. A loan should never be made on in- 
adequate, incomplete, credit information. 


Thorough Credit Investigation 


When I have collected all of the es- 
sential credit information on some par- 
ticularly involved case, it often seems 
to be that the investigating end of credit 
work is 75 per cent of the job, and 
that the analysis of the information is 
only 25 per cent. 

At times the analysis becomes self- 
evident when the full information is ob- 
tained. This was the case with a con- 
cern manufacturing office supplies that 
recently improved its trade payments in 
a surprising manner from 60 days slow 
to prompt and discount. The improve 
ment took place shortly after the De- 
cember 31, 1940, figures had been made 
available. These fiscal figures were 
quite top-heavy with excessive inven- 
tories and large liabilities. When the 
investigation was completed. we had 
learned that the concern had pledged 
its entire outstanding receivables and 
all of its finished merchandise to a 
finance company for a loan, that the 
finance company was loaning only 60 
per cent on the face value of the receiv- 
ables and 50 per cent on the market 
value of the merchandise. In case of 
trouble, which might not be so very re- 
mote, outside creditors would receive 
about three cents on the dollar with the 
principal assets already pledged. It was 
the information developed in the inves- 
tigation which told the story. No analysis 
was really necessary. 

The credit investigation must never 
he overlooked. No chemist can tell what 
is in a liquid by its appearance. No 
banker can tell whether the basis for 
a loan is sound or unsound without com- 
prehensive up-to-the-minute information 
obtained from a thorough investigation. 
The third problem is thus the one of 
obtaining comprehensive information to 
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be analyzed. Let me state the answer 
to this problem in a positive manner: 


3g. A thorough credit investigation should 
always be made before granting a loan. 


Credit Information Falls into Three 
Divisions 

Now we are up to the point of de- 
ciding what credit information is to be 
obtained, and the problems~involved in 
the analysis of that information. If the 
investigation is thorough, in at least 
nine out of ten cases the information 
will be so uniformly favorable or un- 
favorable that the answer will be self- 
evident and there will be no problem 
of analysis. In that thorough investi- 
gation, every bit of credit information 
which you obtain on any prospective 
borrower will fall into three divisions, 
antecedent information, investigational 
facts, and financial information. 

By antecedent information I mean the 
record of the borrower. If the borrower 
is a business enterprise, I mean the rec- 
ord of those who comprise the manage- 
ment staff of the business and of the 
concern itself. Have they been involved 
in any fires or failures; and if so, what 
were the circumstances, and how much 
did they pay if the record included a 
failure or several failures? A_bank- 
ruptcy where creditors received 80 cents 
on the dollar indicates a far different 
situation than a payment of 8 cents on 
the dollar. If the concern is a new 
business. are the men experienced in 
that line of business or are they far 
afield like a dress manufacturer who 
recently opened a night club? Have 
they ever been carefully segregated from 
society by the protecting forces of the 
State? 

By investigational facts I mean the 
information which is obtained by ascer- 
taining the relations with other deposi- 
tories if there are any, and with trade 
creditors. Are checks occasionally re 
turned because of insufficient funds? 
Are satisfactory balances maintained? 
Are borrowings quite continuous indi- 
cating a need for additional working 
capital? Are borrowings secured or 
unsecured and if secured, by what type 
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“The ability to interpret 
financial information soundly 
can only be obtained by study 
and experience. Where, how- 
ever, there appears to be any 
real question regarding the 
fundamental financial stability 
of the potential borrower, the 
loan should be amply secured in 
some form, or the loan rejected.’’ 


of security? The trade investigation 
should show recent high credit, terms 
of sale, whether payments are antici- 
pated, prompt, discount, or slow? 
Whether payments are made by notes 
or trade acceptances and whether those 
instruments are met at maturity or re- 
newed? All of this information repre- 
sents pieces of driftwood which under 
examination and analysis indicates that 
the risk is sound or unsound. 

By financial information ] mean any 
one or all of five different schedules of 
information. the balance sheet, the 
profit and loss account, the reconcilia- 
tion of surplus, the trial balance, and 
occasionally the budget. In the case of 
an individual or of a small business 
enterprise, perhaps only a balance sheet 
can be obtained but that should be the 
absolute minimum financial information 
on which a loan should ever be granted. 
If the available financial information is 
carefully put away in the credit file. it 
will, over a period of years, give a run- 
ning picture of the financial progress or 
lack of progress of the borrower, which 
is more helpful than any one thing ex- 
cept the recent balance sheet, itself, in 
understanding the financial condition of 
the borrower. 


Analysis of Antecedent Information 


If a depositor that you have had for 
a considerable period of years requests 
a loan, presumably you have quite com- 
plete antecedent information on hand. 
If a relatively new depositor requests a 
loan, a thorough investigation should 
be made to obtain a definite and com- 
plete picture with no gaps in the ante- 


199 





cedents of the record of each member 
of the operating staff if the depositor 
is a business enterprise, or of the po- 
tential borrower, if an individual. 

If the president of a corporation has 
had two fraudulent failures “to his 
credit,” within the past five years, pay- 
ing ten cents on the dollar in one and 
fifteen cents in the other, and in addi- 
tion has had two questionable fires, an 
approach to the analysis of the figures 
of that business would be somewhat dif- 
ferent than if the president had had a 
clear record and every concern with 
which he had been associated during 
his entire business career had been suc- 
cessful. Fraudulent failures and fraudu- 
lent fires take place almost every day 
in the year. Although conclusive in- 
formation is not available regarding the 
proximate cause in every case, the cir- 
cumstantial indications in many cases 
are clearly recorded in the files of fire 
insurance companies and commercial 
agencies maintained to protect legiti- 
mate business. There is nothing of 
theory here. The steps leading up to a 
fraudulent failure, the organization of 
the business, the prompt payment for 
initial purchases, the surge of inquiries 
at the moment of spreading and increas- 
ing purchases, the disappearance of the 
principals, are planned months ahead 
by the business moron who matches his 
efforts against the knowledge of the ex- 
perienced credit man and the persever- 
ance of the Federal mail-investigating 
service. 


A continuous record of each official 
in a business enterprise will indicate 
a high degree of moral responsibility 
or irresponsibility. The antecedent rec- 
ord of a newcomer to an enterprise un- 
der investigation will also indicate his 
experience or inexperience in this par- 
ticular type of business. Thousands of 
business liquidations occur each year 
because of the casual manner in which 
men enter into types of business opera- 
tions for which their previous business 
careers had given them little background 
of practical experience. The problem of 
analyzing antecedent information is 
fundamentally one of getting the com- 
plete facts which are always available 


somewhere. The solution to this prob- 


lem is: 


4. A thorough investigation will indicate 
whether a potential borrower (if a business 
enterprise, the members of the management 
staff) is morally responsible, experienced, 
normally aggressive and trustworthy. 


Analysis of Investigational Facts 


If the potential borrower has main- 
tained its only bank account with you 
for several years, your experience with 
the account is valuable information. If 
you share the account with one or more 
banking institutions, you should ascer- 
tain the opinion of the other bank or 
banks toward the account, and their ex- 
perience with it, at periodical intervals. 
If they have had trouble with the ac- 
count, you should take that into con- 
sideration. If they have recently 
changed the account from an unsecured 
to a secured basis you will presumably 
do likewise to protect yourself. 

Information regarding the experience 
of merchandise suppliers which sell the 
account may be obtained from reports 
of mercantile agencies, by writing mer- 
chandise suppliers whose names you may 
acquire from cancelled checks, or by 
both methods. A depositor that is dis- 
counting all merchandise purchases is 
naturally in a different category from 
one who is 60 days slow and making 
unjust claims. Here again the informa- 
tion is available; it is your problem to 
obtain it by periodic thorough investi- 
gations. The answer to this problem is: 


5. A thorough investigation with other 
depositories and with merchandise suppliers 
at periodic intervals will give a valuable 
picture of the account from these two sup- 
plementary viewpoints. 


Analysis of Financial Information 


Last January I completed a survey of 
opinions regarding certain accountancy 


practices. Six thousand questionnaires 
were mailed, fifteen hundred each to 
bankers, corporate financial executives, 
mercantile credit men, and accountants. 
The bankers reported with the highest 
percentage of favorable replies to twelve 
of the sixteen questions. In their re- 
plies, they also pointed out that in- 
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variably they obtained not a bare bal- 
ance sheet but the complete audit when 
approached for a loan. These banks 
were the larger institutions in larger 
cities dealing primarily with corpora- 
tions. 

Individual borrowers employ no au- 
ditors te go over their personal affairs. 
Smaller business enterprises likewise 
employ no auditors as the expense is 
too great. This situation, however, does 
not preclude the necessity or the de- 
sirability of obtaining at least an up- 
to-date balance sheet from practically 
all potential borrowers. 

Special short and long balance sheet 
forms are available from the various 
Federal Reserve banks and from the 
Bank Management Commission of the 
American Bankers Association, for 
farmers, stockmen, small and large pro- 
prietorships or firms, small and large 
corporations. If a potential borrower 
cannot fill vut a balance sheet blank by 
himself because of lack of knowledge. 
give him your help, and then have him 
sign the statement. This is information 
you must obtain direct, you cannot get 
it elsewhere like antecedent information 
and investigational facts. 


If the potential borrower is a busi- 
ness enterprise and your interpretation 
of the balance sheet indicates a border- 
line case, then go back, acquire such 
additional information as you may need 
and which you may be able to obtain. 
a profit and loss account, a reconcilia- 
tion of surplus, a trial balance, and in 
unusual cases a budget of operations 
and comparable operating information 
to ascertain how the budget is being met. 

The problem of financial information 
is not so much the problem of obtaining 
it, but of interpreting the data after it 
has been obtained. The answer to this 
question is not quite so definite as the 
answer to the other problems: 


6. The ability to interpret financial in- 
formation soundly can only be obtained by 
study and experience. Where, however, 
there appears to be any real question re- 
garding the fundamental financial stability 
of the potential borrower, the loan should 
be amply secured in some form, or the 
loan rejected. 


Changing Style in Bank Loans 


During the past six years a noticeable 
evolution has been taking place in the 
types of loans granted by commercial 
banks and trust companies. Banks have 
been “packaging” their loans; that is, 
arranging special loans to fill special 
situations. This trend has been notice- 
able in the steadily increasing volume 
of term loans, field warehousing loans. 
personal loans, and loans against as- 
signed accounts receivable, against the 
cash surrender value of life insurance, 
and against consumer durable goods 
such as automobiles, radios. vacuum 
cleaners and the wide variety of prod- 
ucts sold on the instalment basis. 

Even though styles in loans are 
changing and increased effort is being 
used to develop special types of more 
profitable business, the standards of a 
bank credit department are unchanged. 
Comprehensive credit information must 
be obtained in every case, and kept in 
ordered credit files. Here the informa- 
tion is arranged for ease in study and 
careful interpretation. “Thoroughness” 
is the only by-word of all credit activity. 


BANK ACCOUNTING AND 
AUDIT CONTROL 


y 
JAMES E. POTTS 


Auditor, First National Bank, Boston 


This book is a study of accounting 
and audit control as applied to bank- 
ing. It starts with a typical state- 
ment of a large bank. This is broken 
down into a more detailed list of ac- 
counts and then 
traced back to the transactions which 
gave rise to it. In doing so the ac- 
counting procedure involved is studied 
and 


each account is 


also the audit control factors 


which may be applicable in each ease. 
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The Question: 


Why Tax Business? 


By Lyle Owen 


EOPLE sometimes ask, with an eye 
particularly on those of our levies 
with progressive rates, “Why tax 

success?” The question has merit, and 
the simple fact is that there lies most 
of the revenue. Reluctant though we may 
be to levy upon the initiative and am- 
bition that frequently lies behind finan- 
cial success, we have no choice. Par- 
ticularly true has this become in present 
days when, because of huge govern- 
mental needs, all must contribute. 

This is not to say that the danger of 
diminishing incentive may be safely 
disregarded, for the economic future 
should be ever present in the statesman’s 
mind. But taxes obviously have to come 
from somewhere, and, perhaps unfor- 
tunately, a goodly share of that some- 
where is the successful. 

Since business earnings are such a 
large part of the national income, they 
must be included in revenue sources. 
But do we tap that share in the right 
way? Is it more appropriate to go to 
the business for the money, or would it 
be better to tax the persons, chiefly own- 


The author is a member of the 
staff of the department of eco- 
nomics at the Carnegie Institute 
of Technology in Pittsburgh. 
Dr. Owen proposes some rather 
thoroughgoing revisions of our 
fiscal system, revisions which he 
believes will be more than ever 
necessary as the burden of taxa- 
tion increases. 


ers, behind the impersonal establish. 
ment? The latter, without much ques- 
tion, is the superior method. 


Taxing People Instead of Things 


Unless it is proposed to use taxation 
for regulative or suppressive purposes, 
equity is better served by taxing people 
than by taxing things. We want the ul- 
timate burden of supporting most gov- 
ernmental functions to rest upon all 
according as they have ability to pay. 
It will be a rare accident, indeed, if 
duties laid upon things, privileges, and 
institutions result finally in a fair ad- 
justment of the burden among people. 
For “ability to pay” is largely a matter 
of sacrifice or going without. Yet it is 
only to living persons, not corporate 
“persons” or other things,, that sacrifice 
can have meaning. 

It is true that in a period like the 
present Federal fiscal emergency it may 
be better for the maintenance of the 
revenue to forget justice and continue 
customary taxes, with increased rates, 
than to attempt innovations. Still now 
may be the best time to reform our 
finances. for a nation is often more ready 
to progress in difficult days. Social se- 
curity gives us an example. Quite pos- 
sibly public aid for the aged would not 
have been welcomed by Americans in 
the twenties even if the Government had 
then proposed it, but the hard years of 
the thirties saw this expensive principle 
being readily accepted. 

Without attempting to call the vast 
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roll of American taxes, let us consider 
a few sample levies on business. The 
United States government has both a 

rsonal and a corporation income tax. 
In addition corporations pay other Fed- 
eral tolls like those on excess profits and 
capital stock, as well as various excises 
on output or sales. Now all these duties 
are either shifted to consumers or else 
they become burdens upon the business 
beneficiaries, mostly stockholders. The 
ones which the concern may pass along 
to customers are chiefly the excises on 
automobiles, radios, cosmetics, sporting 
goods, and so forth. On the other hand, 
taxes like the one on corporate income 
remain as subtractions from dividends 
which would otherwise accrue. It is im- 
portant to remember that though in law 
a corporation may be a,separate “per- 
son,” distinct from its stockholders, in 
“ability to pay” it is not so. A legal 


fiction cannot make a corporation take 
the place of its customers, its workers, 
or its shareholders in feeling the sac- 
rifice entailed by government needs. As 
the 1936 Congress of American Indus- 
try said, “All taxes, irrespective of their 
form or the point at which they are 


originally levied, are ultimately a tak- 
ing of a portion of income or capital 
that would otherwise belong to some in- 
dividual for his own private use.” 

It follows that many customary, 
roundabout taxes are of dubious equity. 
Wherever possible it would be better to 
call directly upon the appropriate per- 
sons for their contributions. The per- 
sonal income tax does just that; and 
for this reason, plus many others not 
particularly pertinent here, it is, with 
its auxiliary the inheritance tax, our 
best way of raising revenue. 

The Federal income tax law already 
provides that the owners of unincorpo- 
rated forms of business—single pro- 
prietorships and __partnerships—shall 
pay as persons. Their business incomes 
are reported with other personal in- 
come. This principle might well be ex- 
tended to the corporation, so that the 
stockholders, rather than the business 
entity, would be the contributors. The 
mechanics for such a reform would re- 
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‘Since Congressmen cannot 
decide for you or for me which 
commodities are the most lux- 
urious, why not let us, the tax- 
payers, choose, each for himself? 
That is exactly what the per- 
sonal, progressive income tax 
does. Suppose through it the 
Government makes up the funds 
lost by repealing the separate 
‘luxury’ taxes (and if untaxed, 
these commodities would cost 
less, so that we could bear the 
heavier income duty with no net 
increase in burden). What then 
happens? Since you must go 
without something in order to 
pay your income tax, you go 
without that on your list of pro- 
spective purchases which to you 
is most clearly a luxury. I do 
the same, though for me the item 
done without will be something 
else.’’ 


quire much care, but the change could 
be made. 


A Fairer Tax 


One of the greatest advantages would 
be increased fairness as between indi- 
vidual taxpayers. A rich man, one of 
moderate means, and the traditional 
poor widow or orphan may all own 
shares of General Motors common stock. 
Suppose a levy of 31 per cent, the ap- 
propriate rate of the new law, be placed 
on the net income of such a wealthy 
corporation. Presumably that means 
an equivalent subtraction from the divi- 
dends of all. Yet 31 per cent is mod- 
erate for the millionaire and exorbitant 
for the poor. It is no remedy at all to 
levy a progressive tax on corporations, 
as such laws frequently do, for there 
is no tendency of the poorer persons to 
invest only in the smaller corporations 
or of the wealthy to concentrate on the 
larger ones. The reverse is not true 
either, but it is probably more nearly 
so, for people of moderate means (as 
well as their trust institutions like in- 
surance companies, savings banks, and 
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investment trusts), when they buy 
stocks, generally buy those listed on the 
New York Exchange. This means that 
the poorer people are more inclined 
to purchase securities in the largest cor- 
porations, whereas individuals who are 
more than well-to-do frequently own 
shares in smaller, unlisted, perhaps 
family enterprises in addition to their 
holdings of listed securities. 

Realism insists, then, that corpora- 
tions as distinct from their owners have 
no ability to pay, and secondly. that 
fairly to reach people’s ability to pay. 
taxes must be personal. The chief rea- 
son why taxes should be personal is that 
for progressive rates to mean much, 
one’s income from all sources—not just 
one dividend—must be added up and 
the progression applied to the year’s 
total. 

As a matter of fact. some years ago 
when President Roosevelt proposed to 
Congress the ill-fated levy on undis- 
tributed corporate earnings, he re- 
quested the abolition of the Federal cor- 
poration income tax. A major purpose 
of the President’s proposal was to force 
the paying out of a reasonable amount 
of dividends. The idea was that then 
the personal income tax would catch 
more equitably what the corporate in- 
come tax had formerly tried to garner. 
Unfortunately Congress inconsistently 
retained the corporate income tax as 
well as inaugurating the one on un- 
distributed earnings. Some economists 
favor legal devices of a more direct 
nature. rather than this sort of punitive 
tax. to insure adequate distribution of 
corporate Or. if the tax is 
used, there ought to be a reasonable 
exemption. The rates ought not to be- 
gin on the first dollar the corporation 
has accumulated but has failed to pay 
out. 

Another possible device for attaining 
the desired end would be taxing each 
stockholder not only on dividends ac- 
tually received, but also on his prorated 
share of undivided corporate earnings. 
Simpler and more just in important re- 
spects would be a requirement that each 
individual value his shareholdings at 
the end of the year. and enter in his 


income. 
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personal income tax return the plus or 
minus difference arising since the valua- 
tion of the preceding year’s end, or since 
the purchase of the securities where they 
had been bought within the year. Divi. 
dends actually received would of course 
also be entered in the same _ personal 
income tax return. 

Either of the solutions indicated in 
the preceding paragraph would avoid 
penalizing the corporation’s future, 
should its directors decide that safety 
demanded considerable surplus. How- 
ever, the Federal courts would have to 
reverse some of their decisions to per- 
mit the taxation of persons on their 
share in undistributed earnings, for 
judges have tended to define “income.” 
as the word occurs in the Sixteenth 
Amendment to the Constitution, as al- 
lowing Congress to tax only income ac- 
tually received. Many authorities among 
both lawyers and economists have from 
the beginning believed the Supreme 
Court’s construction unnecessary and 
too narrow, and it seems probable that 
the present Court, with its dominating 
philosophy of allowing more legislative 
experimentation, would reverse its old 
stand should this question be resub- 
mitted to it. 

So much for supplanting the corpo- 
rate income tax and the excess profits 
tax, which are essentially the same for 
this argument, by additional graduated 
personal income taxation. 

“But.” someone says, “how about 
those miscellaneous levies, often im- 
posed on business. which are variously 
called excises. luxury taxes, use taxes, 
nuisance taxes, sales taxes, and which 
in reality are nearly all consumption 


taxes?” 


Excise Taxes 


Particularly under the practice of the 
Federal government, these tend to be 
imposed in the first instance upon busi- 
ness establishments, but there is agree- 
ment among economists as to their al- 
most always being passed on to the ul- 


timate consumer. If such taxes are to 
be used, it is best to levy them at the 
point of greatest concentration, which 
generally means the manufacturer. Con- 
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centration makes for ease in administra- 
tion. But should they be used? Put- 
ting aside the occasional question of 
attempting to regulate or suppress what 
may be deemed an antisocial traffic, as 
in alcohol, it must be admitted that 
most of these levies, like the new $5 
use tax on all automobiles, are unfair as 
between taxpayers of various means. 


Duties like those mentioned are often 
defended with the argument that they 
fall upon luxuries. It remains a fact, 
however, that there is no better luxury 
tax than the personal income tax with 
progressively graduated rates. Really, 
there is none as good, for the hopeless 
question of defining other than the most 
extravagant luxuries is shifted from the 
legislator to the taxpayer, who can bet- 
ter decide this matter for himself. To- 
day, as in the past, the Federal govern- 
ment taxes things like sporting goods, 
photographic supplies, musical instru- 
ments, theatre admissions, and concerts. 
Which is a luxury? To you one may 
be a necessity, either as the tool of your 
trade or for deep enjoyment of life. 
while to me it is of no interest, and 
vice versa. Since Congressmen cannot 
decide for you or for me which com- 
modities are the most luxurious, why 
not let us, the taxpayers, choose. each 
for himself? That is exactly what the 
personal, progressive income tax does. 
Suppose through it the Government 
makes up the funds lost by repealing 
the separate “luxury” taxes (and if un- 
taxed. these commodities would cost 
less, so that we could bear the heavier 
income duty with no net increase in 
burden). What then happens? Since 
you must go without something in or- 
der to pay your income tax. you 
without that on your list of prospective 
purchases which to you is most clearly 
a luxury. I do the same, though for 
me the item done without will be some- 
thing else. Thus the personal income 
tax becomes. araong its other virtues. 
the best luxury tax. 

It is quite generally forgotten that the 
ultimate sources of taxes are very 
limited—that, in fact, there are only 
two: wealth and income. All we have 
or are in the process of creating is either 


go 
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‘It is unwise to subtract for 
public use too much of the coun- 
try’s savings, for this is liable to 
impair both the material pro- 
ductiveness of the nation and 
the human welfare resulting. 
Like individuals, governments 
should for most purposes live 
out of their taxpayers’ current 
income, rather than upon the 
people’s savings.’’ 


one or the other. Yet legislators and 
others talk as if the sources of revenue 
were almost endless. In the legal sense 
they may be, but in the more profound 
economic sense there is only the people’s 
‘wealth, which is what they have already 
accumulated, and their income, which 
is the new acquisitions of the current 


period. 


Tax Income—Not Savings 


Moreover, it is unwise to subtract for 
public use too much of the country’s 
savings, for this is liable to impair both 
the material productiveness of the na- 
tion and the human welfare resulting. 
Like individuals. governments should 
for most purposes live out of their tax- 
payers’ current income, rather than 
upon the people’s savings. Taxes ought. 
for instance, to be only a portion of a 
farmer’s income. rather than absorb his 
farm. 

Of the two ultimate sources of public 
revenue, then, one should be approached 
vith particular caution. Only the na- 
tional income remains as the major 
source from which wise statesmen will 
subtract the Government's sustenance. 
Once this fact is realized, it becomes 
apparent that our host of levies, no mat- 
ter what their legal names. are mostly 
but disguised and often inequitable in- 
come taxes. If you are taxed for ciga- 
rettes or gasoline, you pay from your 
income. You pay your property tax 
from your income too, unless the tax 
is so heavy as to confiscate the home 
or business. When such confiscation 
occurs—and it has occurred in many 
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instances—wealth, rather than income, 
has been taken. 

A multiplicity of taxes therefore does 
not mean that there is a multiplicity of 
true revenue sources. The genuine 
sources are few; hence within reason 
the fewer kinds of taxes we have, the 
simpler and less costly will be tax ad- 
ministration. Again within reasonable 
limits, it is cheaper as well as more just 
to raise additional revenue from one 
good levy, like the personal income tax, 
than to secure the same amount from 
several roundabout schemes for getting 
at that same ultimate source. Unneces- 
sary collection costs are a charge upon 
the people without compensating bene- 
fits for the treasury. 

As one by one our less desirable taxes 
were repealed, the yield to the treasury 
of the superior personal income tax 
would increase, for the unburdening of 
business would mean that dividends 
would be far greater. Economic activity 
in general would be less costly, hence 
more profitable. More fairness would 
result with no loss in total revenue. 


Relief from Bookkeeping Expense 


One of the many advantages not 
heretofore indicated would be the relief 
of business from much of the tremen- 
dous amount of bookkeeping, engineer- 
ing expenses, and legal services with 
which it is now afflicted for tax pur- 
poses. These have been called “costs 
of compliance,’ and are generally 
neglected in computing the burden of 
a tax. The revenue obtained is remem- 
bered, the expenses of government for 
revenue collection more often forgotten, 
and least frequently computed of all 
are the costs of compliance. In the 
case of individuals these costs are mostly 
time and trouble. For business they 
represent money outlays as well. 

Even though they are known to be 
increasingly high, the figures for com- 
pliance costs are difficult to find in pub- 
lished form. Away back in the com- 
paratively cheap and simple days of 
1934 a careful study by Dr. R. M. Haig 
of Columbia University, with the help 
of the American Management Associa- 
tion, showed that state corporation in- 
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come taxes cost the affected concerns 
an additional 9.5 per cent of the amount 
the governments got, and the Federal 
corporation income tax cost 4.7 per 
cent. The state tax situation is par. 


ticularly bad for corporations doing in. 
terstate business in that an excessive 
number of forms and reports is re- 
quired. These establishments are also 
faced with intricate problems of alloca- 
tion of the tax base, or income, among 
claiming 


the various states shares 
thereof. 

Some of our state revenue laws even 
require daily reports to the state gov. 
ernment. More often, detailed and 
sometimes costly monthly reports are 
expected. The consequent growing ex- 
penses and annoyances represent social 
costs without an adequately compensat- 
ing increase in governmental income. It 
is true that business must be subject to 
some social control, and that need 
makes inevitable some filing of reports, 
but this is a question separate from 
that of raising revenue. The necessary 
regulation of business, particularly of 
socially strategic ones like the utilities, 
can be achieved more satisfactorily by 
means other than taxation. 


A Broad Base Desirable 


The theme of this article is the su- 
periority of personal to business taxa- 
tion. Acceptance of this theme demands 
that the personal income tax be broad 
in its coverage. Probably it ought to be 
universal. This means that instead of 
lowering the personal credit to $750 
for a single individual, as the new Fed- 
eral law does, it should abandon the 
initial exemption. Abatements would be 
allowed for dependents, as now, but not 
such as to relieve any family com- 
pletely of income tax liability. The first 
dollar of income would then be taxed. 
Every head of a family or independent 
individual would be required to file a 
return and to pay a minimum tax there- 
on, with progressive rates thereafter if 
the income were large enough. If the 
present host of indirect levies were re- 
tained, such a change would be unfair; 
but with the proposed gradual repeal of 
them, the requirement of universal filing 
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of income tax returns would be reason- 
able. and there are devices which would 
make its enforcement practical. Even 
the poorest family would then pay some- 
thing directly into Uncle Sam’s pocket. 
and would be enabled to do so by relief 
from the many hidden taxes now adding 
to the cost of living. 


Poor Should Be Included 


Both for keeping up the revenue and 
for reasons of good citizenship, the in- 
clusion of the poor in the plan would 
be desirable. “. . . Taxes are the chief 
source of an interest in politics and the 
chief stimulus to a sense of political 
responsibility.” The present indirect or 
consumers taxes, in spite of bearing 
heavily upon the poor, fail dismally 
in creating the desirable tax conscious- 
ness. Yet their burden is considerable. 
Careful studies show that all, even the 
poorest people, have been paying at 
least one tenth of their incomes in taxes. 
This figure includes all state and local 
levies as well as Uncle Sam’s share, 
but the total will be raised by the de- 
fense rates now going into effect. Upon 
a moderate income of $2000 to $5000, 
the toll has mounted to 15 or 20 per 
cent and more. 

To insure the covering of clerical and 
other administrative costs, as well as to 
raise some net revenue from the host of 
small returns, a minimum tax payable 
should be set. Five dollars a year seems 
appropriate. The Federal government 
ought to be worth ten cents a week to 
any family. 


© 


THE banks of the United States have 
only recently rediscovered the character 
loan, rediscovered it to their profit; 
and, with the rediscovery, now a matter 
of general knowledge among bankers, 
more than eleven thousand banks now 
being in the game, have been doing 
great good to their communities by giv- 
ing small borrowers the accommoda- 
tions they are entitled to at much less 
cost than they have to pay elsewhere.— 
John Burgess, Vice-President, North- 
western National Bank & Trust Com- 
pany, Minneapolis, Minn. 
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instances—wealth, rather than income, 
has been taken. 

A multiplicity of taxes therefore does 
not mean that there is a multiplicity of 
true revenue sources. The genuine 
sources are few; hence within reason 
the fewer kinds of taxes we have, the 
simpler and less costly will be tax ad- 
ministration. Again within reasonable 
limits, it is cheaper as well as more just 
to raise additional revenue from one 
good levy, like the personal income tax, 
than to secure the same amount from 
several roundabout schemes for getting 
at that same ultimate source. Unneces- 
sary collection costs are a charge upon 
the people without compensating bene- 
fits for the treasury. 

As one by one our less desirable taxes 
were repealed, the yield to the treasury 
of the superior personal income tax 
would increase, for the unburdening of 
business would mean that dividends 
would be far greater. Economic activity 
in general would be less costly, hence 
more profitable. More fairness would 
result with no loss in total revenue. 


Relief from Bookkeeping Expense 


One of the many advantages not 
heretofore indicated would be the relief 
of business from much of the tremen- 
dous amount of bookkeeping, engineer- 
ing expenses, and legal services with 
which it is now afflicted for tax pur- 


poses. These have been called “costs 
of compliance,’ and are generally 
neglected in computing the burden of 
a tax. The revenue obtained is remem- 
bered, the expenses of government for 
revenue collection more often forgotten, 
and least frequently computed of all 
are the costs of compliance. In the 
case of individuals these costs are mostly 
time and trouble. For business they 
represent money outlays as well. 

Even though they are known to be 
increasingly high, the figures for com- 
pliance costs are difficult to find in pub- 
lished form. Away back in the com- 
paratively cheap and simple days of 
1934 a careful study by Dr. R. M. Haig 
of Columbia University, with the help 
of the American Management Associa- 
tion, showed that state corporation in- 
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come taxes cost the affected concerns 
an additional 9.5 per cent of the amount 
the governments got, and the Federal 
corporation income tax cost 4.7 per 
cent. The state tax situation is par- 
ticularly bad for corporations doing in- 
terstate business in that an excessive 
number of forms and reports is re- 
quired. These establishments are also 
faced with intricate problems of alloca- 
tion of the tax base, or income, among 
the various states claiming shares 
thereof. 

Some of our state revenue laws even 
require daily reports to the state gov- 
ernment. More often, detailed and 
sometimes costly monthly reports are 
expected. The consequent growing ex- 
penses and annoyances represent social 
costs without an adequately compensat- 
ing increase in governmental income. It 
is true that business must be subject to 
some social control, and that need 
makes inevitable some filing of reports, 
but this is a question separate from 
that of raising revenue. The necessary 
regulation of business, particularly of 
socially strategic ones like the utilities, 
can be achieved more satisfactorily by 
means other than taxation. 


A Broad Base Desirable 


The theme of this article is the su- 
periority of personal to business taxa- 
tion. Acceptance of this theme demands 
that the personal income tax be broad 
in its coverage. Probably it ought to be 
universal. This means that instead of 
lowering the personal credit to $750 
for a single individual, as the new Fed- 
eral law does, it should abandon the 
initial exemption. Abatements would be 
allowed for dependents, as now, but not 
such as to relieve any family com- 
pletely of income tax liability. The first 
dollar of income would then be taxed. 
Every head of a family or independent 
individual would be required to file a 
return and to pay a minimum tax there- 
on, with progressive rates thereafter if 
the income were large enough. If the 
present host of indirect levies were re- 
tained, such a change would be unfair; 
but with the proposed gradual repeal of 
them, the requirement of universal filing 
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of income tax returns would be reason- 
able. and there are devices which would 
make its enforcement practical. Even 
the poorest family would then pay some- 
thing directly into Uncle Sam’s pocket. 
and would be enabled to do so by relief 
from the many hidden taxes now adding 
to the cost of living. 


Poor Should Be Included 


Both for keeping up the revenue and 
for reasons of good citizenship, the in- 
clusion of the poor in the plan would 
be desirable. “. . . Taxes are the chief 
source of an interest in politics and the 
chief stimulus to a sense of political 
responsibility.” The present indirect or 
consumers’ taxes, in spite of bearing 
heavily upon the poor, fail dismally 
in creating the desirable tax conscious- 
ness. Yet their burden is considerable. 
Careful studies show that all, even the 
poorest people, have been paying at 
least one tenth of their incomes in taxes. 
This figure includes all state and local 
levies as well as Uncle Sam’s share, 
but the total will be raised by the de- 
fense rates now going into effect. Upon 
a moderate income of $2000 to $5000, 
the toll has mounted to 15 or 20 per 
cent and more. 

To insure the covering of clerical and 
other admiristrative costs, as well as to 
raise some net revenue from the host of 
small returns, a minimum tax payable 
should be set. Five dollars a year seems 
appropriate. The Federal government 
ought to be worth ten cents a week to 
any family. 
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Millions ... Who 


Handle Billions 


By Ray H. Whitehead 


OMMERCIAL banks have had 
their first conference on Consumer 
Credit. An urgency for such a 

conference could have been created by 
the phenomenon of commercial banks 
being on the threshold of runing amuck 
where for years they have feared to 
tread, in the field of Consumer Credit. 
At the conference it was disclosed, how- 
ever, that over 85 per cent of commer- 
cial banks had already entered the field 
by one or more of the devious routes, 
viz: Retail Installment Sales, Personal 
Installment Cash Loans, etc. As to the 
extent of commercial bank entry into 
the field of Consumer Credit, the intro- 
duction to the Proceedings Consumer 
Credit Conference held in St. Louis last 
April states, “Of all the agencies in the 
Consumer Credit field, the newest, com- 
mercial banks, have made a most notable 
advance. In cash lending commercial 
banks have gained steadily on other 
types of cash loan agencies, and today 
they probably lead the cash lending 


The author suggests that com- 
mercial banks should combine 
Consumer Credit with a budget- 
ing service for their clients 
which will help them so to 
arrange their financial affairs 
that they will be able to show a 
monthly saving rather than a 
deficit. Mr. Whitehead is a 
Certified Public Accountant in 
Milwaukee, Wis. 


field in volume of new credits and out- 
standings.”? 

A St. Louis banker has said, “The 
extension of consumer credit is one of 
the most important divisions of the pres- 
ent banking business. I think that 
banks going into this business should 
realize that it involves a responsibility 
more than the profit that can be made 
out of the business, that they should 
render a service to their clients.””* 

A vice-president of the American 
Bankers Association, and also a St. 
Louis banker, has said, ““The banks have 
often been criticized for not having 
gone into this business sooner.”* 

The remarks show a trend toward 
realization that commercial banks have 
the facilities to render greater service to 
the public. The facilities of a com- 
mercial bank make it possible for the 
banker to intensify his consumer serv- 
ice activity to the point of actually 
training his potential clientage to ap- 
preciate that the new social benignity 
may, from now on, be the guiding hand 
to solution of personal financial prob- 
lems. 

Dr. Kaplan of the University of Den- 
ver, in his paper entitled “Why Con- 
sumer Credit?” has this to say, “Fi- 
nally, I want to call your attention to 
the fact that, since, over the next few 
years, people with small incomes will 
have to pay large income taxes and 


1“Proceedings Consumer Credit Conference,’ 
April, 1941, p. xiii. 

2W. J. Bramman, opp. cit., p. 1. 

3W. L. Hemenway, opp. cit., p. 2. 
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other taxes in addition to payments that 
they must meet on the houses that they 
are buying, in addition to other inci- 
dentals, this problem of working out 
a budgeting program for the average 
family becomes an extremely impor- 
tant problem.”* 

The very word “budget,” which is 
known to almost everyone, may be op- 
probious and a word of discomfiture to 
the banker, because of its usual impli- 
cation of a mass of figures and the hesi- 
tancy of individuals to accept purported 
self-discipline. Yet “budget” is men- 
tioned by the Government in connec- 
tion with Defense Stamps and Defense 
Bonds, and is suggested and outlined by 
the Internal Revenue Department, In- 
come Tax Division. Many classes of 
service organizations, however, distrib- 
ute booklets containing helpful hints, 
multitudinous columns, and grotesque 
guides which attempt to provide an 
answer to the inevitable lament, “I 
just don’t know where the money goes!” 


A Budgeting Service 


Commercial banks having overlooked 
the millions of people through whose 
hands billions of dollars pass each year, 
should begin to consider a budgeting 
service which, through their power to 
accept these billions as deposits and in- 
duce restraint upon complete with- 
drawal, constitutes the basic element of 
successful budgeting. No other organ- 
izations dealing in Consumer Credit 
have this power to make a budget work. 
Therefore, this additional function of 
commercial banks, coupled with budg- 
eting, should prove to be the final step 
in transplantation of the consumer busi- 
ness. Consumer Credit has no place in 
the single-function organization which 
is, at best, only of ephemeral benefit 
to the financially distressed. 

The millions who handle billions are 
that class of consumers between the 
indigent and the affluent. The commer- 
cial bank has no service to offer the for- 
mer, and the latter already avail them- 
selves of some. if not all the offerings. 


‘Dr. A. D. H. Kaplan, opp. cit., p. 22. 
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How to Help 


The first thing to do is to see whether 
or not you can help the individual in- 
crease his monthly Free Cash Balance, 
which, upon analysis, will probably 
show up like this: 

Monthly iiCome........-.0<<s<ss<sses052 $200.00 
Less: 
Payments on_ obliga- 
HL ORNS iia pscistessciseacste $ 55. 
Cost of living 


205.00 


Free Cash Balance (Deficit).... —$5.00 


This individual. however, can go to a 
loan agency and get up to $300 and will 
repay the loan; but the agency cannot 
give him the service he should have— 
temporary mental relief is all he gets. 
Society has not been economically in- 
vigorated, and an individual has not 
added anything to his personal weal. 

The millions who handle billions in- 
clude a large percentage who: 

Owe a minimum of four months’ income ; 

Are required to meet obligations within 
a period of one year or less; 

Are supporting more people 
average family of four; 

Have a less reprehensible credit record 
than many in the affluent class; 

Are still honest and trustworthy. 


than the 


Therefore, the individual who is com- 
pelled to dip into next month’s pay, or 
increase his obligation for food, etc., or 
defer a payment on obligation contracts 
is still a good citizen and a potential 
profitable bank client, if given the 
proper and needed help. 

To reach these people there is no 
easier way than to offer a budget serv- 
ice—not a printed budget booklet. A 
budget service would require knowledge 
of the individual’s entire financial struc- 
ture, and with this knowledge it is pos- 
sible to determine which of your facili- 
ties will be of greater help. Referring 
to the illustration of the Free Cash Bal- 
ance, your budget service discloses that 
the individual owns a late model auto- 
mobile and owes eight other bills total- 
ing $800. You lend him that amount 
on installment payments over a period 
of eighteen months or more. 
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‘‘Commercial banks, having 
overlooked the millions of people 
through whose hands billions of 
dollars pass each year, should 
begin to consider a budgeting 
service which, through their 
power to accept these billions as 
deposits and induce restraint 
upon complete withdrawal, con- 
stitutes the basic element of suc- 
cessful budgeting. No other 
organizations dealing in Con- 


sumer Credit have this power to 
make a budget work.’’ 

‘‘To reach these people there 
is no easier way than to offer 
a budget service—not a printed 


booklet. A budget service would 
require knowledge of the indi- 
vidual’s entire financial struc- 
ture, and with this knowledge it 
is possible to determine which of 
your facilities will be of the 
greatest help.’’ 





The Free Cash Balance changes: 








Monthly income.................:0+00+ $200.00 
Less: 
Payments on obliga- 
WER secs scsce sare ccetcoes $ 41.23 
Cost of living............ 150.00 
191.23 
Free Cash Balance.................:+. $ 8.77 


These simple illustrations show noth- 
ing unfamiliar to the commercial 
banker, but are used to try to demon- 
strate the close relationship which an 
additional banking service—budgeting 
—has to successful and helpful Con- 
sumer Credit. 

Returning 
moment, 

“| have definitely in mind the fact that 
many borrowers come to you because, 
financially, they are in a diseased state, 
because I know that a very substan- 
tial percentage of the total loans made 
in the field of consumer credit is made 
for the purpose of consolidating out- 
standing bills that are beyond control 


to Dr. Kaplan for a 
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of the families which have incurred 
them. Hence, the rehabilitation of the 
family becomes a very important ad- 
junct to the lending of funds itself. 
That, it seems to me, is a real social 
service vital to our economic system.” 

Dr. Kaplan certainly does not mean 
that the commercial banker must be- 
come a settlement worker or go in for 
social welfare or do anything which 
might stigmatize that archaic dignity. 

In the October issue of THE BANKERS 
MacazinE, E. V. Krick of the American 
Trust Company, San Francisco, points 
out: “In the economic change that is 
occurring, it is evident that bankers 
must constantly be reviewing banking 
service for the purpose of determining 
whether chartered banking is giving the 
public the type of service it needs and 
is demanding.”® 

The old-fashioned budget is always 
set up to allow for this and allow for 
that; but if the allowance is made and 
the allower has no bank account, he is 
expected to keep the allowed amounts 
in cash in the cooky jar. Hence, the 
cooky jar becomes a very popular place 
when just a little bit more is needed for 
something else. 

Consumer Credit will not be free of 
those exasperating problems until com- 
mercial banks command the financial 
effluence of each consumer borrower. 
“Budget-by-banking” covers the whole 
field of Consumer Credit. 





* Proceedings, p. 20. 


6 Bankers Magazine, October, 1941, p. 358. 
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A WAR MESSAGE 


to 


ALL EMPLOYERS 


%* From the United States Treasury Department * 


Wixwinc Tats War is going to take the 
mightiest effort America has ever 
made—in men, materials, and money! 


An important part of the billions of 
dollars required to produce the planes, 
tanks, ships, and guns our Army and 
Navy need must come from the sale of 
Defense Bonds. Only by regular pay- 
day by pay-day investment of the 
American people can this be done. 


Facing these facts, your Government 
needs, urgently, your cooperation with 
your employees in immediately enrolling 
them in 


A PAY-ROLL SAVINGS PLAN 


The voluntary Pay-Roll Savings Plan 
(approved by organized labor) provides 
for regular purchases by your employees 
of Defense Bonds through voluntary 
pay-roll allotments. All you do is hold 
the total funds authorized from pay- 
roll allotments in a separate account and 
deliver a Defense Bond to the employee 


each time his allotments accumulate to 
an amount sufficient to purchase a Bond. 


You are under no obligation, other 
than your own interest in the future of 
your country, to install the Plan after 
you and your employees have given it 
consideration. 


WHAT THE PAY-ROLL SAVINGS 
PLAN DOES 


1. It provides immediate cash now 
to produce the finest, deadliest fighting 
equipment an Army and Navy ever 
needed to win. 2. It gives every 
American wage earner the opportunity 
for financial participation in National 
Defense. 3. By storing up wages, it 
will reduce the current demand for con- 
sumer goods while they are scarce, thus 
retarding inflation, 4. It reduces the 
percentage of Defense financing that 
must be placed with banks, thus putting 
our emergency financing on a sounder 
basis. 5. It builds a reserve buying 
power for the post-war purchase of 
civilian goods to keep our factories run- 
ning after the war. 6. It helps your 
employees provide for their future. 


To get full facts on installing the 
Pay-Roll Savings Plan, write TODAY to: 
Treasury Department, Section B, 
709 12th Street, NW., 
Washington, D. C. 


U. S. Defense BONDS * STAMPS 
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The Value of an 
Audit to a 


HE value of an audit to a banker 
depends upon the ability of the 
accountant, his integrity, and the 

extent to which he audited the books of 
the company in question. The real 
value, of course, is that it gives to the 
banker a disinterested picture of the 
static position of a business as of a given 
date and shows what has taken place in 
the operations of that business for the 
period covered. In many instances, the 
banker undoubtedly has sufficient con- 
fidence in his customer to grant loans 
on the customer’s own figures, but if the 
customer of his own volition has his 
books audited, the banker feels that this 
is of additional value because it shows 
to him that the customer desires for his 
own protection to have his books of ac- 
count and accounting procedure checked 
by an outside agency. 

In some instances, the word audit is 
a misnomer, because if we examine 
Webster’s International Unabridged 
Dictionary, Second Edition, we find the 
word audit when used as a noun is de- 
fined as “a formal official examination 


This article is based on an 
address delivered at a joint 
meeting of the Philadelphia 
Chapter, Pennsylvania Institute 
Certified Public Accountants 
and the Philadelphia Chapter of 
the Robert Morris Associates. It 
is reprinted in part from the 
Bulletin of the Robert Morris 
Associates. 


Banker 


By Ralph D. Withington 


Vice-president Philadelphia National Bank, 
Philadelphia, Penn. 


and verification of accounts, vouchers 
and other records, hence, figuratively, a 
rendering and settling of accounts.” 
Again. when used as a verb, the word 
audit means “to examine and _ verify, 
as an account, as to audit the accounts 
of a treasurer or of parties to a suit 
pending in court.” 

I observe in passing that in both 
definitions there is included the word 
verify. 

Therefore, let me dismiss what is 
sometimes called an audit, but is merely 
a transcribing of the customer's figures 
on to the stationery of the accountant. 
Such a report is of no additional value 
to the banker, and he should be just as 
well satisfied with the figures of his cus- 
tomer without the watermarked sta- 
tionery and the formidable-looking 
binder of the accountant. The money 
saved by the customer might better be 
used to pay in increased rate of interest 
on the loan. 


To be fair to accountants, I don’t 
blame them for such a practice, if such 
a practice exists, because I realize that 
the extent of their work depends upon 
the price the customer is willing to pay. 

I should therefore like to deal only 
with what purports to be a real audit 
and, in doing so, I am going to assume 
that the accountant is of recognized 
ability and integrity, without making 
further comment on these points except 
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to say that there are varying degrees of 
ability, but should not be of integrity. 


The Real Test of Value 


This brings me to the real test of 
value, which to my mind is the extent 
of the audit. I am not going to try to 
sell you the idea that accountants must 
live up to a strict interpretation of the 
definition of the word audit, because I 
recognize that business usage is the 
determining factor and not a definition 
as found in a dictionary. Again, I 
recognize that over a period we can 
only expect a man or an organization 
to work to the extent for which he or 
it is paid. 

At this point, may I say that I have 
certain pronounced views as to the value 
of a given audit. I don’t expect the ac- 
countant as a favor to me or the institu- 
tion I serve to do a lot of work that I 
might think necessary for the purpose 
of my analysis if it entails more time 
and effort than the customer is willing to 
pay for. In such a case, I should re- 
quest the customer for the information 
or have him instruct his accountant as 
to my requirements. 

By the same line of reasoning, I do 
not expect an accountant to guarantee 
the credit, which seems to be the thought 
in the back of the minds of some bank 
men, or at least in certain discussions 
between the Robert Morris Associates 
and the accountant society I have gained 
that impression. Again, I have no fault 
to find with the accountant as to the 
set-up of his figures. I do not care so 
much as to how the accountant classi- 
fies various items so long as his report 
clearly indicates what the various items 
really are, because if we have that in- 
formation we then can analyze the state- 
ment according to our own standards. 


In addition to having the various 
items of the report clearly indicated, I 
should feel that the credit grantor should 
want to know the extent of the examina- 
tion, while, on the other hand, the ac- 
countant should clearly indicate for the 
benefit both of his customer and the 
credit grantor the extent of his work. 
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The Short Certificate 


The short certificate, as recommended 
by the American Institute of Accoun- 
tants, means little to me unless it is sup- 
plemented by comments. It is too much 
like a standard prescription for some 
disease or a standardized form of letter 
that bankers might send out in answer 
to credit inquiries. None of us, I am 
sure, likes much regimentation, 
therefore, while it may be desirable to 
place a label or stamp of approval upon 
an individual or a concern, each has 
his or its own characteristics, so I feel 
that the short certificate, if used, should 
have one or more additional paragraphs 
explaining the scope of the audit. 

Frankly, the phrases used in the cer- 
tificate, to me at least are just so many 
words and very much like a credit let- 
ter that would say that “the subject is 
a customer and, while we have had no 
occasion to make any inquiries, he is 
honest so far as we know.” 

Unquestionably, the short certificate 
may be better than using a lot of so- 
called weasel words, but the present 
certificate leaves an uncertainty in my 
mind as to what has been covered, and 
for the audited report to be of real 
value, I don’t want to have to read 
something into or out of the certificate. 


too 


I do not intend to convey the thought 
that accountants should verify all items 
or make a detailed audit of each and 
every transaction, because that may be 
entirely beyond the scope of the work 
for which they were engaged. In that 
connection there has always been con- 
siderable discussion as to whether an in- 
ventory should be taken by an accoun- 
tant or test-checked. It is my under- 
standing that the American Institute of 
Accountants in the Spring of 1939 de- 
scribed certain methods of procedure to 
be followed by accountants, and the im- 
pression was conveyed at that time that 
if nothing was said to the contrary in 
the certificate, it could be assumed that 
‘the accountant had either sample-tested 
or had been present at the taking of in- 
ventory and had confirmed accounts re- 
ceivable. However, if my information 
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is correct, the members of the Institute 
later amended the council’s procedure 
and changed one paragraph relating to 
the report or opinion so that it is now 
up to the judgment of the accountant to 
decide whether it is practicable and rea- 
sonable to undertake the auditing pro- 
cedures regarding inventories and/or re- 
ceivables. 

Therefore, if in the judgment of the 
accountant it is not practicable and rea- 
sonable in the circumstances of a given 
engagement to undertake the audited 
procedures regarding inventories and/ 
or receivables as generally accepted pro- 
cedure, and he has satisfied himself by 
other methods regarding such inven- 
tories and/or receivables, no useful pur- 
pose will be served by requiring an ex- 
planation in his report. The distin- 
guishing feature seems to be that it is 
up to the judgment of the accountant 
as to whether it is practicable and rea- 
sonable. 

In any event, it is my feeling that a 
very useful purpose is served so far as 
credit grantors are concerned by ex- 
plaining in the report just what has 
been done. On this question of inven- 
tories, I am not one who argues that 
the accountant must take inventory, be- 
cause this is not always practicable be- 
cause of the time element. and, further- 
more, accountants are like bankers, at 
least in the respect that they get a smat- 
tering of many businesses and unless 
they specialize in a particular line, they 
cannot be presumed to know as much 
as to the value of inventory as the own- 
ers of the business. 


Test-Checking 


On the other hand, test-checking 
quantities and values is undoubtedly of 
considerable value. I do not think that 
it is within the province of the banker 
to tell the accountant what he should do 
with respect to taking inventory unless 
the banker pays the accouniant, and this 
I do not recommend. The point that I 
wish to leave with you is that neither 
the certificate nor the report itself should 
leave any doubt in the mind of either 


the subject or the credit grantor as to 
the scope of work done by the ae. 
countants. 

I realize that many of the accountants 
present may not agree in part with what 
I have said, because many of them 
doubtless feel that the short certificate 
as approved by the American Institute 
of Accountants gives protection to 
creditors that they otherwise would not 
have. To be more explicit, they may 
feel that the expression of opinion con- 
tained in the certificate is very valuable, 
in that it not only assures the bankers 
that the accountant has audited the 
figures, but that in his opinion the figures 
submitted fairly present the financial 
condition of the company. 

In other words, the accountants may 
feel that if they merely reconcile the 
figures themselves without an expression 
of opinion, the report may properly con- 
vey the thought that the accounts re- 
ceivable, for instance, as shown in the 
report are in agreement with the books 
of record. Some of these accounts might 
be very slow or worthless, therefore, the 
accountant feels that by expressing the 
opinion that the report presents fairly 
the position of the company he conveys 
to us the idea that he has given due con- 
sideration to the value of the accounts 
and that those that are worthless or of 
doubtful value have either been charged 
off or a proper reserve has been set up 
against them. 

As one accountant has expressed it to 
me,—if accountants are willing to ex- 
press an opinion, we, the bankers, have 
them by the tail, and for that reason 
some accountants hesitate to express an 
opinion. I don’t want to be in the 
position of having to hold on to the tail 
of the accountant. I have no fault to 
find with this line of reasoning, and cer- 
tainly would prefer to have an expres 
sion of opinion from a reliable account- 
ing firm preparing a report. On the 
other hand, if there is coupled with this 
an explanation of what the accountant 
has done, I would feel much better 
about it. Also, I would feel that the 
certificate would be stronger if in addi- 
tion to expressing an opinion the ae- 
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countant used words that actually con- 
veyed what he intends to convey. 


Use of Word ‘‘Fairly’’ 


If the accountant wishes to tell us 
that the figures accurately present the 
position of the company, why does he 
not use the word “accurately” instead 
of a weasel word like “fairly.” I firmly 
believe that the accountants I know do 
a lot more by way of examination than 
their certificate or comments would seem 
to indicate, and I often wonder why 
such a fine body of professional men 
are so bashful or hesitant about taking 
credit for a good job well done. 

I have referred to the word fairly, and 
by the same token I groan every time I 
read that the accountant has made an 
examination of the balance sheet. The 
banker can do that; what he wants to 
know is the exent to which the accoun- 
tant has examined the books of the 
company and what he has verified or 
confirmed. To illustrate again by a 
ridiculous comparison, I do not want 
to go to a surgeon and after he has 
finished with me have him report that he 
has operated and examined my insides 


to the extent he deemed appropriate, 
and that he hereby certifies that in his 
opinion my condition is fairly shown 


by my ability to still breathe. What 
I want to know is when he opened me 
up did he examine my gall-bladder or 
my appendix, and that he certifies that 
they are in proper condition or that he 
has taken them out and will give me 
some advice or medicine to correct a 
conditon that isn’t right. 

Certain accounting firms might be 
compared to business doctors if in addi- 
tion to their regular accounting work 
they counsel and advise their customers 
regarding the conduct of their business. 
Whether or not this is desirable, of 
course, depends upon circumstances and 
results obtained. 


When an Audit is Valuable 


In conclusion, I wish to make it clear 
that if I have seemed facetious, it has 


‘‘Let me dismiss what is some- 
times called an audit but is 
merely a transcribing of the cus- 
tomer’s figures on to the stationa- 
ery of the accountant. Such a 
report is of no additional value 
to the banker, and he should be 
just as well satisfied with the 
figures of his customer without 
watermarked stationery and the 
formidable-looking binder of the 
accountant. The money saved 
by the customer might better be 
used to pay an increased rate of 
interest on the loan.’’ 


not been my purpose to belittle or poke 
fun at the certificate of the American 
Institute of Accountants, because to cer- 
tain accountants this may very readily 
symbolize the highest standard possible 
in the profession. What I have tried 
to say is that an audit to me is valuable 
under the following circumstances: first, 
the recognized ability of the account- 
ant; secondly, his integrity; and, 
thirdly, and of equal importance, if he 
clearly indicates the extent of his ex- 
amination. I believe that most of the 
audits that I have reviewed have been 
very capably prepared and that, while 
we, their bank friends, are always glad 
to discuss or argue in a friendly way 
certain phases of their work, neverthe- 
less the American Institute of Account- 
ants is the body to properly govern 
and police the profession. Working 
through that organization, the progres- 
sive accountant has the opportunity to 
see to it that his reports and his opinion 
obtain the recognition they deserve and 
are of real value not only to his cus- 
tomer but to the credit grantor. 

Finally, may I offer the suggestion 
that the business man, the accountant 
and the banker should work more 
closely together. 
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A WALUABLE AID... 


BANK BOND INVESTMENT 


AND 


SECONDARY RESERVE 
MANAGEMENT 


By PAUL M. ATKINS 


Expert in Security Valuations 
Before the Courts and Board of Tax Appeals 


Special Liquidator of Securities for the 
Comptroller of the Currency, 1932-1987. 


Subjects discussed 
in this book 


The Non-Local Earning Assets 
of a Bank—a Management 
Problem 

The Analysis of the Balance 
Sheet Position of a Bank 

The Analysis of the Income 
Position of a Bank 

The Analysis of the Past His- 
tory of a Bank 

The Evaluation of Securities 
—a General Discussion 

The Evaluation of U. S. Gov- 
ernment Securities 

The Evaluation of State and 
Local Government Securi- 


ties 

The Evaluation of Railroad 
Securities 

The Evaluation of Public 
Utility Securities 

The Evaluation of Industrial 
Securities 

Economic, Business and Polli- 
tical Factors 

Sources of Economic, Finan- 
cial and Political Informa- 
tion 

The Primary Reserves of a 
Bank 

Secondary Reserve Policies 
and Programs 

Investment Account Policies 
and Programs 

The Purchase and Sale of 


Securities 


HIS one compact volume contains the 

most complete and thorough discus- 
sion yet to appear of that difficult and 
perplexing phase of banking administra- 
tion—the management of the bond port- 
folio of a bank. 

An increasing amount of attention and 
discussion have been given in _ recent 
months to the bond portfolios of banks 
and to the analysis of securities by bank- 
ers, but practically nothing has been said 
or written on the question of how to deter- 
mine what bonds the individual bank 
needs to meet its own particular require- 
ments. Here, at last, is an answer to 
many of the questions in this field which 
have been plaguing bankers for years. 


You Must “Know Your Bank” 


That it is necessary for a bank to have 
sound policies and programs if it is to 
manage its secondary reserve and its in- 
vestment account successfully, is the 
central idea around which this book is 
written. Coupled directly and imme- 
diately with this basic concept is the thesis 
that, in order to accomplish this end, the 
first step for every banker to take is to 
study and analyze his own bank for the 
purpose of policy formations and admin- 
istration in this field. As Mr. Robert M. 
Hanes, former President of the American 
Bankers Association, says, you must 
*“*know your bank.” 


Price $5.00 


BANKERS PUBLISHING COMPANY 
465 Main Street Cambridge, Mass. 


216 THE BANKERS MAGAZINE for March, 194 





Conversion of Commercial 


Bank Funds 


A Plan to Provide for Liquidity and Flexibility of Funds 
and the Stabilization of Profits in Com- 
mercial Banking 


By H. E. ZARKER 


Vi 
SERVICE CHARGE TECHNIQUE 


Its Application to “X”’ National Bank.—In conjunction 
with the use of the Conversion of Funds Basis, an adequate 
service charge should be created for all phases of commercial 
banking. 

The “X” National Bank had a complete cost analysis 
made by a firm of bank analysts, before attempting the 
installation of a service charge on their checking accounts. 

With the information made available by this analysis, 
the service charge income necessary to put the commercial 
department ona : profitable basis after rev amping their assets 
in accordance with the conversion of funds basis, was arrived 
at readily, as shown below: 


SERVICE CHARGE—COST ANALYSIS 
Commercial Department Costs 
Yield from Earning Assets $32,985 
Less—Conversion Costs 9,608 
Net Yield 


Net Loss from Operations 
Plus—114% Profit on Demand Deposits 


Total Loss from Commercial Department 
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This figure represents the amount of income that must 
be produced from the service charge on their checking 
accounts. 

This service charge would be collected through an analy- 
sis of all accounts. When an account shows a profit but not 
sufficient to equal 14% per cent of the balance, then the serv- 
ice charge would recover the necessary profit. 

When the analysis of an account shows a loss, the charge 


made would be sufficient to recover this loss, plus the desired 
profit. 


Vil 
STATEMENT OF PRINCIPLES AND STANDARDS OF INVESTMENT 


The booklet “Statement of Principles and Standards of 
Investment for Commercial Banks”* approves, at least indi- 
rectly, “The Plan to Provide for Liquidity and Flexibility 
of Funds and the Stabilization of Profits in Commercial 
Banking.” 

The following excerpts are taken from the booklet 
referred to above: 


“The end to be sought is intelligent investment manage- 
ment; to be intelligent, bank investment must per se be 
conservative.” 


“This Statement of Principles and Standards. . . is 
intended to set forth principles which are generally accepted 
by conservative bankers as representing the best tradition 
and practices.” 


“Many of the serious difficulties of banks with their 
investment accounts arise from haphazard purchases of secu- 
rities on the basis of attractiveness of each issue and with- 
out consideration to the suitability for the particular institu- 
tion and its existing investment account. Always assuming 
that primary emphasis will be given to quality of individual 
issues, proper balance of the account with regard to matu- 
rity, diversification and marketability, is of highest 
importance.” 

*Prepared by the Bank Management Commission and officially approved by 


the Administrative Committee of the American Bankers Assoc’n at its meeting 
in New York, N. Y., Dec. 2, 1937. 


~s 
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“Preliminary to the determination of an investment pol- 
icy it is essential that each institution make a definite analy- 
sis of its own situation—the type and nature of its loans, the 
type and nature of its deposits, and the relation of the size 
of its capital funds to all assets and to all deposits.” 


‘The type of business of the bank should be studied to 
determine the degree of stability in its deposits and the 
requirements of its customers for credit.’ 

“Obviously the greater the fluctuations in the business 
of the bank, the higher degree of liquidity required.” 


“According to recognized averages, high grade, long 
term bonds declined at least 20 per cent between 1928 and 
1932, and approximately 23 per cent between 1917 and 1920. 
Other declines of comparative severity have occurred peri- 
odically. Declines of second grade bonds have been even 
more drastic, which emphasizes. their unsuitability for bank 
investment.” 


“In general, it is believed that maturities in the secondary 
reserve should not exceed one to two years.” 


“Temporary and abnormal deposits should be fully cov- 
ered by ‘liquid assets.’ The degree of liquidity necessary to 
be maintained against the remaining normal demand deposits 
will vary, of course, with the situation of each individual 
bank. In general, however, a desirable condition would be 
to have at least 50 per cent of such normal deposits covered 
by ‘liquid assets,’ of which not less than one-third to one-half 
should be in the form of readily marketable secondary 
reserve investments.” 


“Banks have’a particular problem in investing in long 
term securities. Whereas the short maturities in the sec- 
ondary reserve account, recommended above, should gen- 
erally serve to meet withdrawals or other demands for funds, 
the principle of buying the shortest maturities which will 
produce the necessary income should be applied in the invest- 
ment account. The ever-present possibility of depreciation 
in the longer maturities, with the possibility of impairing of 
capital funds, should be constantly weighed.” 


“An investment account arranged on the basis of a revolv- 
ing fund with maturities regularly spaced, annually where 
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practical, presents many advantages. It tends to give a rate 
of return which is a fair average over a period, thus stabiliz- 
ing investment income, and provides for desirable regularity 
in the collection of principal.” 


“In periods of low returns on prime securities this spread 
should be protected through control of deposit rates rather 
than through sacrifice of the quality of investments or undue 
extension of maturities.” 

“The proportion of savings deposits to total deposits is 
an important factor in determining proper investment of 
the savings funds. Assuming that demand deposits are 
invested to provide a proper degree of liquidity against such 
deposits, the type of assets in which savings deposits may 
properly be invested would vary greatly between a bank 
having 10 per cent of its deposits as savings, as against a 
bank having 60 per cent. It should constantly be kept in 
mind, however, that savings deposits as well as demand 


deposits are vulnerable to heavy withdrawals in times of 
stress.” 


“Investments should be selected with a view primarily 
to protection of principal and certainty of income.” 

“Income consistent with safety of principal, not profits, 
is the object of bank investment. Purchase of securities in 
the expectation of trading profits or active trading in the 
bond account is rarely profitable over the long term. In 
many cases it has led to the purchase of bonds unsuitable 
for an investment account, and has often resulted in serious 
loss. Investment officers should be alert, however, to im- 
prove quality and maturities.” 


“Premiums should be amortized currently against inter- 
est earnings. In other words, the amount of the purchase 
price in excess of par should be regularly written off over 
the life of each security to reduce the book value to par at 


maturity or to the redemption price at the first callable 
date.” 


“Substantial reserves are an essential protection against 
losses or depreciation in the investment account. Profits 
realized from sale of securities are not to be considered as 
current earnings, and should be used primarily to build up 
such reserves.” 
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The author’s thesis—*A Plan to Provide for Liquidity 
and Flexibility of Funds and the Stabilization of Profits in 
Commercial Banking” which formed the background for 
this book—was completed before the “Statement of Princi- 
ples and Standards of Investment for Commercial Banks” 
was published, and yet it ties in completely with the Bank 
Management Commission’s procedure for the safe, liquid 
and flexible investment of commercial bank funds. 

Of greater importance however is the fact that this book 
devises a simple vet efficient synchronized plan for putting 
these recognized ideals into practical operation. 


Vill 


CONCLUSION 


The advancement made in the scientific administration 
and control of commercial banking in recent years may well 
be tabulated as a check list at this point, inasmuch as no pro- 
gram considering profit stabilization would be complete 
without them: 


1. Organization of adequately trained and properly 
chosen employees for each office and function. 


2. The use of the “authority and responsibility chart.” 
3. Budgetary control of income and outgo. 


4. Use of the accrual method of accounting (where com- 
plete accrual procedure is unnecessary, monthly conversion 
from the cash basis to the accrual basis is suggested for 
comparative purposes). 

5. Internal audit control. 


6. Accurate and well designed financial and operating 
statements. 


7. An operating and standard procedure manual kept 
up to date. 


8. Use of the suggestion system for employees (with 
proper enumeration for those used). 


9. Comparative statistics and percentages of competitive 
banks. 


10. Daily or at least weekly meetings of officers. 
11. Monthly meetings of officers and employees. 
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12. Departmental and unit cost analysis. 

13. Adequate salaries of bank personnel to discourage 
outside remunerative interests and encourage deeper re- 
search and concentration in banking. 

14. Adequate credit files with properly analyzed and 
comparative statements. 

15. Use of modern and efficient mechanization. 

16. Study simplification, standardization and synchroni- 
zation of operations. 

17. New business development and customer cultivation. 

A banker can find volumes of research on most of the 
subjects mentioned above, and, as a discussion on any one 
of them would require a fair sized book in itself, a thumbnail 
sketch of them is deliberately avoided. In lieu of’any dis- 
cussion of these subjects, the following are a few books 
which could be used to advantage to a banking student who 
wishes to familiarize himself with them. 


Marshall C. Corns “Better Bank Management” 
Bankers Publishing Company 


Stronck and Ejigelberner “Bank Loan Management” 
Rand McNally Publishing Company 

American Institute of Banking “Bank Management” 
Banking III 

Stronck . “Bank Administration” 
Rand McNally Publishing Company 


Millet ‘Bank Audits and Examinations” 
Ronald Press Company 


Young “Bank Cost Control” 
Rand McNally Publishing Company 


Potts, James E. “Bank Accounting and Audit Control” 
Bankers Publishing Company 


Atkins, Paul M. “Bank Bond Investment and Secondary 
Reserve Management” 


Bankers Publishing Company 


The following booklets prepared by the Policy Holders 
Service Bureau, Metropolitan Life Insurance Company of 
New York, lend themselves to a further study of the ad- 
vancement of scientific management made in banking. 
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Salary Cost Ratio for Operating and Maintenance of Bank 
Buildings 

Developing New Business for Banks 

Banking Collection Department Procedure 

Budgeting for the Bank 

Soliciting Wills, Trusts and Estates 

Budget for an Investment House 

Classification of Office Jobs 

Methods of Measuring Stenographic, Transcribing and 
Typing Efficiency 

Functions of Auditors and Controllers in a Banking 
Institution 

Training Plans for Office Employees 


Training Plans for Junior Executives 


It is sincerely hoped that out of the research into the 
commercial bank management principles and policies which 
culminates in this Plan to Provide for Liquidity and Flexi- 
bility of Funds and the Stabilization of its-17t-~Commer- 
cial Banking has come the answe Foe fha ALD Mage cut 


by one banker when he said: # 


, 


- 


“There is unquestionably being. bui nc 
fact and faith upon which ban Bpatittint? to" for- 


ward. But, are we to use the same 

als, or out of all this distress and sacrifice and th 

ened experience must we not find neWdagagig Bre 

and effectiveness—a new inspiration out of whiclyto build-® 
broader structure of usefulness with greater security than 
ever before?” 


This is the last of a series of articles which started in the 
October number. The author is treasurer of the Princetown Bank 
§ Trust Company, Princeton, N. J. This menial will appear 
in book form shortly, published by The Bankers Publishing Com- 


pany, 465 Main Street, Cambridge, Mass. 
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Eastern Bank Auditors to 
Meet in Philadelphia 


N the afternoon of Thursday, 
April 23, the Tenth Annual East- 
ern Regional Conference of the 

National Association of Bank Auditors 
and Comptrollers will officially open in 
Philadelphia, affectionately known to 
most Americans as “the City of Broth- 
erly Love,” as its name implies. 

To our historians and particularly to 
millions of school children throughout 
the broad expanse of this great land, 
Philadelphia is known as the cradle 
of American liberty. Independence Hall 
occupying a full square between Chest- 
nut and Walnut and Fifth and Sixth 
Streets in which is enshrined the most 
valuable of all our historical relics, the 
liberty bell itself, is within a few squares 
of my desk as I write this word for 
my fellow-auditors and comptrollers 
throughout the eastern United States. 

I am going to be rather disappoint- 
ing, I fear, to those of us who love his- 
tory and tradition for, after reciting 
a few of those things for which Phila- 
delphia has been noted in her great 
past. I shall desert the historical im- 
plications inherent in the very name of 
Philadelphia and hereafter devote what 
I have to say to the present and future. 

Here are a few of those firsts: 

Philadelphia had the first post office, 
the first newspaper. the first great li- 
brary, the first fire insurance company, 
the first philosophical society, the first 
great university. the first hospital. the 
first great bank. A_ Philadelphian, 
Robert Morris, helped finance the Revo- 
lution that won us the freedom which 
we are struggling to preserve today. 

A Philadelphia banker. when the 


Union was threatened, financed the 


By Paul D. Williams 


Comptroller, Corn Exchange National Bank 
and Trust Company, Philadelphia 


Civil War in its hour of direst need and 
today the banks of Philadelphia provide 
even more than their proportion of the 
dollars going into the greatest war effort 
the world has ever seen. 

Philadelphia was first, also, in in- 
dustry. Philadelphia sounded the key- 
note of enterprise that set the pace for 
Pennsylvania, the Keystone State. Phila- 
delphia and Pennsylanvia were first in 
steel, first in textiles, first in dentistry, 
first in law. first in medicine; first in 
most historical connotations. 

But tradition belongs to the past and 
progress belongs to the present. With- 
out progress there can be no gains in 
the future. There can be no enlarge- 
ment of the social and economic horizon 
of our people. 

As to the present. Philadelphia does 
not have to rest on its oars when we 
come to the magnificent work she is do- 
ing in the all-out war effort of the 
country as a whole. In dollars and cents 
Philadelphia and her metropolitan area 
are today doing 11 per cent of the en- 
tire job which will end in the total de- 
feat of Germany and Japan. Italy is 
already licked but Germany and Japan 
must also be taught that there are such 
things as honor, decency, self-respect 
and, respect for the other fellow, such 
a thing as inherent dignity for both na- 
tions and individuals. Our National 
Government, backed by our banks 100 
per cent throughout America, has con- 
cluded that the only way to enforce 
these essentials that make life worth 
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the living fur men and women, is to 
beat the everlasting daylights out of 
both Germany and Japan and by the 
will of Heaven (with the banks of the 
entire nation codperating to the fullest 
to supply the financial sinews so neces- 
sary to the material production of war) 
we shall do it. 


So we will leave the historical, the 
legendary and the traditional part of 
Philadelphia to the hospitable 
operation of Mrs. Mark J. Igoe, who 
is chairman of the ladies’ entertaining 
committee, and has made plans to con- 
duct a very wide tour of all the his- 
torical places of Philadelphia and its 
vicinity. These will include a sight- 
seeing trip to Valley Forge where, then 
as now. men in America fought, bled 
and died for the preservation of liberty 
for the new land in the new world and 
for the freedom of each individual in it. 


co- 


Our Spring Convention will not lack 
entertainment for every delegate who 
attends. There will be plenty of fun 
but it will be tinctured with a_back- 
ground of seriousness, of utter deter- 
mination in every thought and act to 
solve the problems and “uphold the in- 
tent of Uncle Sam jn what is certainly 
the greatest task that has ever con- 
fronted the old gentleman in over a 
century and a half of lusty growth and 
progress, 

Our country is facing its greatest em- 
ergency. Our captains of industry. our 
men and women in civil life, our ever- 
growing armed forces know this. Rest- 
less hands, restless minds by teeming 
millions are engaged in the work that 
will eventually redeem the world. Bil- 


lions of dollars are being spent in this 
work and our banks are as eager to help 
in the cause as is the greatest chauvinist 


Shintoist in Japan. Dollars must be 
supplied because dollars make bullets 
and bullets help to win wars. The rec- 
ord of the past few years shows that 
the banks have done their part in full 
toward supplying these dollars. Their 
growing codperation in this national 
effort proves they will continue to do 
their part and more besides. In this 
work, the role of the auditor and the 
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comptroller will be essential to every 
financial institution of the country. 

We, who participate in this Conven- 
tion, are going to consider every aspect 
of bank cost accounting, of banking 
under black-out conditions (which God 
forbid may never come to us), of per- 
sonal loans, of consumer contracts, of 
auditing in all the departments of the 
modern, progressive bank; of control 
methods, of savings, of real estate audit- 
ing and property management, of audit 
control and charge-off of assets and re- 
coveries; of training bank personnel. 

It is going to be a convention of 
auditors and comptrollers devoted, first, 
to the serious side of the business in 
hand, though it will be interspersed ap- 
propriately with by-trips to America’s 
greatest seashore resort, Atlantic City: 
with luncheons, dinners, divers and 
sundry amusements that will be pro- 
vided as refreshments for the serious 
work in hand. 

Conventions of the kind we are about 
to hold in Philadelphia are for the inter- 
change of ideas, for the betterment of 
our profession, first as auditors and 
comptrollers and then as_ all-around 
bankers. What will come out of our 
Convention will be very much the same 
thing that results from a medical clinic 
in a great hospital. We will compare 
techniques, we will consider new 
methods, management and men in their 
relationship to their job in our profes- 
sion. We will seek, through coherent 
and cohesive collaboration, to reach a 
uniform solution of our problems 
through considering them as a com- 
posite whole. 

In this work we are receiving un- 
usual codperation this year. We have a 
great expository session not only in the 
thoughts of our speakers but on the 
diverse subjects of American banking 
as a whole. We also have an exhibition 
of some outside codperators in a physi- 
cal display of bank apparatus and in- 
dispensable machines. Without going 
into too great detail, I will say only 
that our exhibition hall has had greater 
demands than it can accommodate. We 
have regretfully been compelled to de- 
cline some exhibitions but here are some 





of those whose products will be seen: 

Standard Register Company 

Recordak Corporation 

National Cash Register Company 

Burroughs Adding Machine Company 

Remington-Rand, Inc. 

International Business Machines 

Monroe Calculator Company 

These men constitute the Board of 
Governors who have worked so ably to 
prepare for our coming conference: 

John H. Bretherick, John R. Harri- 
son, Arthur J. Heidrick, William Henne- 
gan, W. H. Hurtzman, Samuel L. Hy- 
man, L. Parker Miller, Maurice G. 


Paul, Jr., Philip M. Poorman. George 
C. Robinson, Edwin G. Uhl and Charles 
H. West. Jr. 


The program follows: 


THURSDAY, APRIL 23 


This will be bank visitation day—all day. 

Registration and reception will be in the 
afternoon and evening. 

The President's Dinner will be held for 
national officers and committeemen, visiting 
presidents of other chapters, and the con- 
vention speakers. 


FRIDAY, APRIL 2+ 


Convocation will be at 9:30 a. m. 

The Call to Order will be given by George 
C. Robinson, president of the Philadelphia 
Chapter. 

There will also be an Invocation and Ad- 
dress of Welcome, speakers to be announced 
later. 

Cecil W. Borton, president of the Na- 
tional Association of Bank Auditors and 
Comptrollers, will respond to the address 
of welcome. 

An address on “Bank Cost Accounting” 
will be given by Dr. Arthur T. Cameron, 
professor of accounting at the Wharton 
School of Finance and Commerce of the 
University of Pennsylvania. 

There will also be speakers on the ac- 
counting and auditing features of personal 
loans and consumer contracts, the speakers 
to be announced later. 

At noon there will be an exhibition of 
banking machines and equipment. 

At 12:30 there will be a luncheon of 
which George C. Robinson will be chairman. 

Giovanni Pagnamenta, vice-president of 
the Bankers Trust Company of New York, 
will give an address on “Blackout Banking.” 

At 2 p. m. the Commercial Banks and 
Trust Companies will hold a Group Meet- 
ing and there will also be a meeting of the 
Savings Banks Group. 

At the Commercial Banks and Trust Com- 
panies Meeting, William R. Monroe, presi- 
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dent of the New York City Bank Comp- 
trollers and Auitors Conference, will pre- 
side. Mr. Monroe is assistant auditor of 
the New York Trust Company. 

There will be an address on “Auditing the 
Trust Department” by Edwin P. Neilan, as- 
sociate trust officer, Security Trust Com. 
pany, Wilmington, Del. 

Arthur Linn, comptroller, Hamilton Na- 
tional Bank, Washington, D. C., will speak 
on “Methods of Controls.” 

John <A. Reilly, president, Second Na- 
tional Bank, Washington, D. C., will speak 
on “Outlook for Banks of the Future.” 

The Savings Bank Group meeting will be 
under the chairmanship of Ernest W. Lay, 
auditor, State Street Trust Company, 
Boston. 

There will be an address on “Auditing 
of Real Estate and Property Management” 
by Richard Brower, comptroller, Bowert 
Savings Bank, New York. 

There will be addresses on two other sub- 
jects, still to be decided upon, by speakers 
from Boston and Baltimore. 

There will be a reception at 6 p. m. 

At 7 p. m. the Banquet will be held. The 
toastmaster and the main address are still 
to be announced. 

There will be a floor show at which lead- 
ing artists from radio, stage and night clubs 
will furnish the entertainment. 


SATURDAY, APRIL 25 


The morning session will be called te 
order at 9:30 by Chairman Cecil W. Borton. 

There will be an address on “Audit and 
Control of Charged-off Assets and Recov- 
eries” by a speaker to be provided by the 
American Institute of Accountants. 

On the topic, “The Auditing Department 
as-a Training Ground for Personnel” there 
will be two speakers, one in the affirmative 
and one in the negative. 

Saturday afternoon there will be a trip 
by train to Atlantic City, with a luncheon 
at the Claridge Hotel. 


© 


THE sale of United States Defense Sav- 
ings Bonds through payroll deductions 
has become the most important medium 
for encouraging thrift in American in- 
dustry, according to a survey by the 
Management Research Division of the 
Conference Board. In some instances, 
the survey shows, these payroll deduc- 
tions have superseded other thrift plans 
sponsored by employers. The United 
States Treasury has estimated that more 
than 8.200 companies with approxi 
mately 9,750,000 employes have adopted 
payroll deduction plans or are making 
arrangements to do so. 
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Investment 
and Finanee 


Epirep By OSCAR LASDON 


Post-War Program 


HE National Resources Planning 

Board has released another pam- 

phlet on post-war planning. This 
latest presentation, entitled “After the 
War—Full Employment” is written by 
Professor Alvin H. Hansen of Harvard 
University. 

Professor Hansen cautions us to be 
on the alert to prevent a possible post- 
war inflation. Such a boom, he warns, 
should not be allowed to lull us to 
sleep. Professor Hansen predicts that 
the boom must sooner or later end in a 
depression. But if we are prepared, he 
points out, there is no necessity for a 
post-war collapse. 

Policies recommended during the war 
period are: 


“1. High corporate-income and ex- 
cess-profits taxes. 

“2. Sharply progressive estate taxes. 

“3. Broadening of individual income- 
tax base together with steeply gradu- 
ated surtax rates. 

“4. Sharp increase in excise taxes on 
commodities competing with the war 
program. 

“5. Part payment of wages and sal- 
aries in Defense Bonds. 

“6. Qualitative shift in the compo- 
nents of consumption.” 


Policies for the post-war period, how- 
ever, must be adapted to changed con- 
ditions, and Professor Hansen suggests 
the following: 


“1. Retention of progressive (gradu- 
ated) tax structure and broadened tax 
base, with major emphasis on the indi- 


vidual income tax and less reliance on 
the corporate income tax. 

“2. Sharp reduction in defense con- 
sumption taxes. 

“3. Adequate plans by private enter- 
prise for private-investment projects in 
manufacturing plant and equipment, in 
railroads, public utilities and housing. 

“4. Adequate program of public- 
improvement projects. . 

“5. Expansion of public welfare ex- 
penditures. . . . 

“6. International collaboration _ te 
pursue internal policies designed to pro- 
mote active employment; to explore de- 
velopmental projects in backward coun- 
tries; and to implement ways and means 
to open outlets for foreign investment, 
promote world trade and the effective 
world-wide use of productive resources.” 

Professor Hansen states that “a posi- 
tive Governmental program would 
greatly vitalize and invigorate private 
enterprise. An expansionist program 


Writing — Editing — Translations 
Research 
Public Relations Counsel 


Articles, books, papers, speeches on 
financial, economic, business, industrial, 
educational, etc., subjects. 
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would permit private enterprise to op- 
erate at high output levels.” 

One important consequence of this 
planning is, obviously, further expan- 
sion of Governmental debt. This impli- 
cation is clear from the document. The 
end of the war, whenever that may come, 
will once more witness considerable ar- 
gument about the wisdom of Govern- 
ment spending and its place in our 
economy. 


BOND NOTES 


Considerations of national welfare 
dictate a policy of “all out” investment 
in Government bonds for commercial 
banks. As a recent Investment Bulle- 
tin of the School of Business of Indi- 
ana University points out, such a pro- 
gram is one of the main contributions 
the banking system can make toward 
winning the war; furthermore, in view 
of the fact that a substantial amount of 
the Federal Government’s war expendi- 
tures will have to be financed by sales 
of securities to the banks, this policy 
represents an intelligent method of co- 
operation with Federal monetary and 
financial authorities. In this time of 
war, whatever funds are not needed for 
legitimate banking purposes should be 
devoted to the purchase of Government 
bonds. 

Reviewing the objection that commer- 
cial bank purchase of Government 
bonds contributes to credit inflation, 
the Bulletin refers to the realities of the 
present situation. “The answer,” coun- 
ters the Bulletin, “is that there must be 
credit inflation to whatever extent it is 
impossible to finance war expenditures 
by taxation and by borrowing from 
non-banking lenders.” 

As a reasonable investment policy for 
banks during the war crisis, it is sug- 
gested that institutions 


1. Establish and maintain such hold- 
ings of short-term Governments as are 
necessary for secondary reserve pur- 
poses, and 

2. Invest additional funds in inter- 
mediate and long-term maturities in 
such a manner that the amounts ma- 
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turing each year are as nearly equal as 
possible. 

With regard to the ability of banks 
generally to follow a portfolio policy 
of equally spaced maturities of Govern- 
ment bonds, the Bulletin comments that 
such a program “will be influenced 
greatly by the policy of the Treasury in 
fixing the terms of new Government 
issues. A policy of offering principally 
long maturities would obviously make 
it difficult or impossible to maintain an 
even schedule of maturities. The 
Treasury has a responsibility to take 
into consideration the investment re- 


quirements of banks in calling upon 
them to help finance the war.” 


~ 


BANK PROFITS 


More complete information on earn- 
ings should be furnished to bank stock- 
holders, according to New York State 
Superintendent of Banking William R. 
White. In his annual report, Mr. White 
asks the Legislature to take note of the 
matter. 

This is what seems to be bothering 
Mr. White. The paucity of information 
which some stockholders receive regard- 
ing their bank’s earnings is not sufh- 
cient to permit them to decide whether 
the amount of the dividend which they 
receive is consistent with the best inter- 
ests of the institution. In other words, 
if the stockholder were given the essen- 
tial facts of the situation, he would be 
much more likely to codperate intelli- 
gently with the management in an effort 
to pursue a conservative policy in the 
distribution of dividends. Remarking 
that many institutions reveal only mea- 
ger data regarding their earnings, Mr. 
White points to the need for more infor- 
mation and suggests that it will become 
generally available only when it is re- 
quired by statute. 


a 


TRUST ACTIVITIES 


Superintendent White also disclosed 
the partial results of an unfinished study 
of trust operations. On the basis of 
data submitted in 1939, it is concluded 


THE BANKERS MAGAZINE for March, 1942 





that trust department operations as a 
whole are only moderately profitable. 
It is also noted that personal trust ac- 
tivities are generally unprofitable. 

“The analysis of the reports,” notes 
Mr. White, “‘also indicated that a more 
extensive inquiry into certain income 
and expense items would be required 
before a final report on trust operations 
could be rendered. A major factor com- 
plicating the study of trust department 
operations is the irregularity with which 
principal commissions are collected 
from personal trusts and estates. While 
in the aggregate, annual fee receipts 
were reasonably consistent, analysis re- 
vealed wide disparity in the fees col- 
lected from individual institutions from 
year to year. Moreover, substantial 
variations were found among trust com- 
panies both with respect to the relation- 
ship of total expenses to income and 
with respect to the component elements 
of expense to total expenses.” 


_— 


SAVINGS BANK INSURANCE 


Following the example of life insur- 
ance companies, New York State sav- 
ings banks selling life insurance are at 
taching war-risk exclusion riders to all 
policies now being issued. These riders 
limit death coverage on policies sold to 
men entering the armed services of the 
nation. These riders are effective for 
five years from the date of issuance and 
limit the death benefits to the total pre- 
miums paid. 

Massachusetts and Connecticut banks 
issuing policies have not as yet adopted 
this type of safeguard. In Massachu- 
setts, however, the limit of insurance 
has been reduced to $10,000 from the 
previous level of $25,000. Both New 
York and Connecticut limit savings bank 
insurance on any one individual to 


$3,000. 


FDIC REPORT 
Chairman Leo T. Crowley of the Fed- 


eral Deposit Insurance Corporation an- 
nounces that total assets of the Corpora- 
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tion, as of December 31, 1941, amounted 
to $555,662,213. Surplus was placed 
at $264,199,903. 

During 1941, the FDIC had an in- 
come of $62,043,574, a new high rec- 
ord. Expenses and losses aggregated 
$5,840,479. 

Last year witnessed fifteen insured 
banks receving aid from the Deposit 
Corporation. These banks had 71,769 
depositors and carried deposits in the 
amount of $29,870,000. Of this total, 
96 per cent, or $28,854,000, was pro- 
tected against loss. The remainder rep- 
resented balances over $5,000. The lat- 
ter figure represents the limit of insur- 
ability. 

As of the year-end, 13,482 operating 
banks were insured by the FDIC. Elimi- 
nations during the year numbered 
eighty-six. Of this total, eight banks 
were suspended, seven were merged 
with Corporation aid, while seventy 
others experienced voluntary merger, 
consolidation, or liquidation. Insur- 
ance of one other institution was dis- 
continued after its deposits had been 
taken over by another insured bank. 

Over a period of eight years of de- 
posit insurance, the FDIC has disbursed 
a total of $259,967,598 to depositors of 
closed insured institutions in settlement 
of their claims. Of this amount, the 
Corporation expects to recover $213,- 
369,169. 

While calling attention to the fact 
that sixty-six new branch offices were 
authorized during 1941, Mr. Crowley 
again reiterated his opposition to branch 
banking. States the annual report: “In 
the case of established towns and cities 
that need banking facilities, the Cor- 
poration believes the need should be met 
wherever possible by a new unit bank. 
rather than by a branch office.” 


—_— 


INDUSTRIAL ACTIVITY 


National output of goods for 1942 
should be 15 per cent above 1941 pro- 
duction. This is the estimate of the De- 
partment of Commerce which forecasts 
that the entire advance will be wit- 
nessed in war industries. 
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During 1941, civilian goods output 
amounted to 79 per cent of total pro- 
duction; the remaining 21 per cent rep- 
resented war goods. This year, how- 
ever, war production is expected to be 
53 per cent of the total, while civilian 
items will only add up to 47 per cent. 
The 31 per cent drop in civilian goods 
will be more than counterbalanced by 
an increase of 188 per cent in output 
of war items. The aircraft industry, 
the machinery industry and shipbuild- 
ing will be those activities reporting 
the largest gains. 

The Federal Reserve Board Index of 
Industrial production, which stood at 
168 at the year-end and averaged 156 
during 1941, is slated for an average 
of 180 during 1942. 


_— 


FARM CREDIT PROGRAM 


Another warning to farmers to re- 
duce their debts before the advent of 
the post-war readjustment has been is- 
sued by the Farm Credit Administra- 
tion. While borrowing for crop pro- 
duction is being encouraged, farm lend- 
ing policies are also being shaped to 
discourage speculative land booms. It 
will be remembered that the last World 
War saddled farmers with a $10 billion 
debt. As a repetition of this experience 
must be avoided, the Federal Land 


banks are continuing to make loans only 


on the basis of normal agricultural 
values. 

Farm income is expected to attain a 
high of $11 billion this year, and farm. 
ers are being urged to apply some of 
this income to reduce the farm mort 
gage debt, which is now outstanding in 
the amount of $6 billion to $7 billion. 

During 1941, farmers with Federal 
loans made principal payments of $205, 
000,000. This was an increase of 22 


per cent over 1940 performance. 


_ 


SALES TAX 


As a means of combating the threat 
of inflation and obtaining needed reve- 
nues, the sales tax is receiving consid- 
erable support. The sales tax, propo 
nents claim, would tend to discourage 
consumer buying and thus retard spend- 
ing. At the same time, tax receipts 
would be large. 

Taxation would thus vary directly 
with spending. Those who spend most 
liberally would be taxed the greatest. 
Accordingly, those who spent less and 
were taxed less would have more funds 
to invest in Defense Bonds. 

A conspicuous shortcoming of a sales 
tax program arises from the fact that 
it falls most heavily on the lower it 
come groups. It is in this group wher 
the largest volume of purchasing power 
may be curbed. 
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LOOKING BACK 


Selections from the Banking, Financial 
and Economic Thought of the Past 
Which Apply to Today’s Problems. 


Epitep By KEITH F. WARREN 


90 YEARS AGO 


The Bankers Magazine . 


New Inventions and Banking 


In what way can any of the articles 
collected at the Industrial Exhibition of 
1851 be rendered especially serviceable 
to the interests of practical banking? 


Architectural models that may sug- 
gest improvements in the bank house or 
office. 

Inventions by which light, heat and 
ventilation may be secured, so as to 
promote the health and comfort of bank 
clerks. 

Discoveries in the Fine Arts, by which 
the interior of the bank may be deco- 
rated, or the bank furniture rendered 
more commodious. 


- March, 1852 


Improvements in writing-paper, pens, 
ink, account-books, scales, letter-copy- 
ing machines, or other instruments used 
in carrying on the business. 

Improvements in printing and en- 
graving, by which banks may get their 
notes, receipts, letters of credit, and 
other documents, of a better kind, at a 
less expense, or so as to prevent forgery. 

New inventions in the construction of 
locks, cash-boxes and safes, which shall 
render property more secure against fire 
or thieves. 

And generally, all articles of every 
kind, which can be so applied as to im- 
prove, cheapen, or facilitate any of the 
practical operations of banking. 


50 YEARS AGO 


The Bankers Magazine . . 


Money, Business and Prices 

The banks in New York and other 
large cities have an enormous accumu- 
lation of funds which many regard as 
an index of bad times. This, however, 
is not the only construction that can be 
put on these accumulations. It is true 
that when times are dull and credit is 
shaken the deposits in banks increase 
through fear of lending them. At such 
times persons having good credit can 
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obtain money at low rates, while those 
whose credit is less favorably regarded 
can borrow at only very high rates, or 
not at all. But the present accumula- 
tions now may be explained in another 
way. The returns from the crops have 
been flowing into the banks, and the de- 
posits now in sight are only another 
way of registering the country’s pros- 
perity, and which is waiting invest- 
ment. In a short time, comparatively, 
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the holders will begin to inquire how 
to employ their funds and they will flow 
out. It is said that inquiries after mu- 
nicipal securities have been particu- 
larly active of late, and a large amount 
is likely to be absorbed in this manner. 
Other sums will doubtless go into new 
railroad enterprises, and perhaps a con- 
siderable portion will be diverted into 
the delusive stream of speculation. 
The volume of business in our coun- 
try has become very large, even in dull 
times, and a vast amount of money is 
needed to transact it, which finds its 
way at one time or another, into banks 
and is mingled with other deposits. 
There are two things about production 


at the present time which cause no lit. 
tle disquietude. First, the profits from 
business, in most cases. are small: com. 
petition is so sharp, especially in manv- 
factures and transportation, that they 
have run down to a minimum. An enor. 
mous business is now transacted in 
which it is believed that hardly any 
profits are earned, while those from the 
most favored operations are small com. 
pared to what they were a few years 
ago. Moreover, this change is likely to 
be permanent; the old days of great 
profits have gone both in production 
and transportation. No one is likely to 


acquire them unless through accident 
or some unusual stroke of fortune. 


25 YEARS AGO 


The Bankers Magazine . . 


An Odd Piece of Banking Literature 


As an innovation in the current lit- 
erature of banking, the following may 
be of interest. It is taken from a cir- 
cular signed by R. H. Treman, deputy 
governor of the Federal Reserve Bank 
of New York, dated January 15, 1917: 

“You will observe that while the re- 
serves of member banks in the Reserve 
Bank are subject to withdrawal by 
check, the Federal Reserve Act requires 
penalties to be imposed for deficiencies 
in reserves. The penalty which has 
heen fixed by the Federal Reserve Board 
for the present at two per cent. above 
the ninety-day discount rate, is at the 
rate of six per cent. per annum. The 
practice of this bank has been to cal- 
culate reserves on the basis of a monthly 
average, and when reserve balances are 
likely to become impaired most mem- 
ber banks prefer to rediscount with the 
Reserve Bank to maintain them rather 
than pay the penalty. 


“A recent amendment to the Federal 
Reserve Act gives member banks the 
privilege of borrowing from this bank, 
for periods not exceeding fifteen days, 
on their own notes secured by paper 
eligible for rediscount (which paper 
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may have a maturity not exceeding 
ninety days). As our present discount 
rate is three per cent. for such notes 
having not more than fifteen days to 
run, member banks have found them 
a useful form of borrowing to avoid 
temporary deficiencies in reserve bal- 
ances.” 

This is somewhat of a novelty in bank- 
ing publicity, for the conservative banks 
of the country, while quite willing to 
advertise their readiness to borrow of 
others in the shape of deposits, have 
generally refrained from announcing 
their willingness to lend to others. Ap- 
parently, the Federal Reserve Bank of 
New York is bound by no such tradi- 
tions of a hoary past. 

As a pure business proposition, we 
should suppose the Federal Reserve 
Bank of New York would prefer the six 
per cent. penalty than the three per 
cent. received for rediscounting. 

The suggestion contained in the cir- 
cular is about on a par with a bank 
having a customer whose balance was 
getting below a desirable level and who 
should receive a letter from the bank 
admonishing him of this fact and sug- 
gesting that he come in and _ borrow 
some more to make up the deficiency! 
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Finaneial 
Situation 


HE war situation, which now 

eclipses the financial condition of 

practically all foreign countries, has 
been going rather unfavorably for the 
United Nations, though confidence is 
expressed in an ultimate change in the 
picture. One important event outside of 
purely military operations in recent 
weeks was the lending of substantial 
sums to China by the United States and 
Great Britain. Several Latin-American 
countries have already received or are 
shortly to receive loans from the United 
States. 


GREAT BRITAIN 


REVIEWING the budget returns for nine 
months. The Economist says: 


The rate of expenditure is still rising; but 
it is the revenue that is providing the 
greater surprises. An increase of about 
£48 millions was expected for the full yeay 
under the head of Customs and Excise, but 
an increase of no less than £144 millions 
has already been realised. From the finan- 
cial point of view, this is an excellent re- 
sult. But it is the reflection of an econ- 
omic state of affairs which has its disturb- 
ing aspects, for the high yield is, of course, 
due to continuing high consumption. The 
consumption both of alcohol and of tobacco 
is still very high, while the rate of release 
of sugar has also been increased. It is not 
merely of special commodities such as these 
that consumption is rising. No figures have 
been published of the yield of the Purchase 
Tax, but it is known that it too is well above 
expectations. It is, of course, too early to 
draw any definite conclusions from the di- 
rect taxes, since so much of the collection 
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Abroad... 


A Monthly Survey 


is still to come. It is, however, worth record- 
ing that income tax shows an increase of 
75 per cent. for nine months against the ex- 
pected 44 per cent. increase for twelve, while 
the yield of EPT and NDC is already al- 
most up to the estimate for the full year. 
In the narrow financial sense, all these are 
favorable factors. But in the wider frame- 
work there is only one way of explaining 
them—by the conclusion that the national 
economy is escaping from the strait-jacket 
in which the Chancellor believed he had 
tied it. 

The sacrifice imposed on the British pub- 
lic can be expressed by saying that instead 
of consuming 77 out of 100, they are now 
consuming 63 out of 11214. This consump- 
tion, on these figures, has been reduced by 
about 18 per cent in absolute terms, or by 
about 27 per cent relatively to their output. 

These figures and proportions open the 
way to a consideration of the basic ques- 
tions of economic policy that have to be 
answered. Is a further increase in the 
Government's utilization of human and ma- 
terial resources possible? Can it be provided 
by increased drafts on capital at home or 
abroad? If not, how is the further restric- 
tion of consumption to be brought about? 
It is to these questions that discussion should 
now be devoted. 


New Capital in 1941 


DEALING with this subject. The Econ- 
omist states that the offers of stock 
through the “tap” and to the market in 
1941 show an increase in the aggregate, 
including those by permission to deal, 
from £1,088,717,000 to £1,509,803,200. 
Whereas the total of British Govern- 
ment issues was £426,742,200 higher at 
£1.497,527.300. the total of all other 


capital flotations was, however, £5,656,- 
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000 lower on the year. The greatest 
predominance of British Government is- 
sues occurred during the second quarter. 
In the last quarter, the total of Govern- 
ment loan rose from £348,140,265 to 
£383,416,535, a figure which is still 
some £55,000,000 below the second 
quarter total. 

Among Government issues, the whole 
amount was raised by small savings and 
other issues on “tap.” Sales of 24 per 
cent national war bonds realized the 
greatest sum, amounting to £172,125,- 
039, while 3 per cent defense bonds pro- 
duced the lowest total of £36,804,010. 
The year’s results indicate that the 
capital market has satisfatcorily fulfilled 
its function of excluding the private 
borrower unless supported by official 
blessing, while the increase in loans to 
the Government of rather less than one- 
third is probably in line with Treasury 
expectations. 

From the compilation of new capital 
issues published by the Midland Bank 
Limited, it is shown that the total of 
such issues has declined from £217,221.- 
000 in 1936 to £2,326,000 in 1941, and 


to foreign countries from £7,200,000 
in 1937 to nothing in 1941, while the 
issues to British overseas countries fell 
from £24.938.000 in 1937 to £399,000 
in 1941. 


MEXICO 


BANKS must pay all the taxes that fed- 
eral law demands of them, the national 
supreme court ruled in denying the 
Banco International e Hipotecario de 
Mexico, S. A., a local foreign com- 
merce and mortgage bank, in an injunc- 
tion to restrain the Ministry of Finance 
from collecting from it 22,886.96 pesos 
as income tax on profits from sales of 
foreign monies and gold. 

A special corps of bank police, similar 
to those that have long functioned in 
the United States, has been organized 
here for service in all credit institutions. 
These police, selected members of the 
law guarding force, are maintained by 
the banks though they are under the ad- 
ministration of the Police Department. 


The policemen wear a uniform of blue 
and brass similar to that of regular 
uniformed cops here. 

The institution of this police corps, 
the first in Mexico, is described by 
police headquarters as a “precautionary 
measure” to protect the banks. 

The Bank of Mexico created a new 
executive position, that of manager, 
when it promoted to that post Rodrigo 
Gomez, who for several years was chief 
of the institution’s foreign department. 
Mr. Gomez, who is a member of the 
federal tarifis commission and a direc- 
tor of several local banks, is serving 
directly under Eduardo Villasefior, man- 
aging director of the Bank. 

The managerial position was created, 
it is explained, to relieve the pressure 
of work on the Bank’s chiefs because 
of an expansion in the institution’s 
operations. 

Mexican News Digest. 


Foreign Trade 


In the Review of the Economic Situation 
of Mexico, issued by Banco Nacional 
de Mexico, concern is expressed over 
the change in the country’s foreign 
trade. Up to August of last year the 
balance of imports over exports was 
$119,275,492, which is a reversal of the 
situation heretofore existing, since prior 
to 1941 Mexico had never had a debit 
balance. The balance of exports over 
imports ranged from 344,000,000 pesos 
in 1938 to 291,000,000 pesos in 1940, 
which indicates how sharp was the re- 
versal of last year. In the face of this 
unfavorable change, the currency situa- 
tion has remained relatively stable. _ 

From this same source it is learned 
that the Bank of Mexico’s price index 
has reached a level of 143.3, the highest 
since these figures have been recorded, 
and 50 per cent above 1929, and com- 
pared with 80 in 1932, the low of the 
depression. 


~_— 


THE ARGENTINE 


THE annual report of the Buenos Aires 
stock exchange shows that total transac- 
tions during 1941 established a record, 
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with a value of 1686 million pesos. 
This was 500 million pesos greater than 
the figure for the year 1940 and com- 
pares with the previous record of 1419 
million pesos reached in the boom year 
of 1937. The sales of all classes of 
securities increased steadily during last 
year and the total stock exchange trans- 
actions included over 700 million pesos 
of national internal bonds, 300 million 
pesos of national mortgage bonds and 
a large turnover of provincial and 
municipal bonds. 

The Argentine Central Bank has pub- 
lished its profit and loss account for 
1941, which shows a net profit of 7,905.,- 
022 pesos as compared with a profit of 
5.504.991 in the previous year. 


—_ 


PERU 


AT an extraordinary meeting of the 
shareholders of the Banco Italiano, held 
at Lima on January 17, the name of this 
institution was altered by unanimous 
vote to the Banco de Credito del Peru, 
effective February 1. 

Though originally founded by Italian 
initiative, with Italian and Peruvian 
capital, the Banco Italiano has in re- 
cent years become a purely Peruvian 
institution. 

On December 31, a Supreme Decree 
was issued by the Peruvian Government. 
establishing new dispositions for the 
operation of Peruvian national banks. 
Article 1 of this decree reads as follows: 

“The following amendment is made 
to Article 18 of the Banking Law: in 
the name of national banking concerns 
Spanish names will only be employed 
and such names will not include any 
reference to a foreign country, place, 
city, or nationality.” 

The Banco Italiano was the only in- 
stitution coming under this category, 
as under the Banking Law of 1931 it 
was qualified as a national banking in- 
stitution. The above law does not affect 
the four foreign branch banks, the Na- 
tional City Bank of New York, the Royal 
Bank of Canada, the Bank of London 
and South America, and the Banco Ale- 
man Transatlantico. 
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Capital and reserves of the Banco 
Italiano are approximately $/25,000,000 
and total assets are in excess of 5/400,- 


000,000. 


Capital and Reserves 


The growth of the Banco Italiano, 
Lima, since its foundation fifty-two years 
ago, is well illustrated by the following 
figures showing capital and reserves at 


10 years intervals since 1889: 

92,312.11 

1,267,141.27 

2,898,693.36 

6,445,941.09 

19,146,129.43 

21,144,316.17 

23,763,793.00 

24,847,408.69 

The home office of the Bank in Lima 
is one of the most magnificent modern 
structures in the capital, erected at a 
cost of between S/3.500,000 and S/ 
4,000,000. It stands in the heart of 
the business district, opposite the Cen- 
tral Reserve Bank of Peru. It is five 
floors in height and provisions have been 
made for an extension of the premises 
to fill future requirements. 

Branches and agencies are maintained 
in all cities and towns of importance 
throughout the Republic, the personnel 
numbering more than 600. 

Since its establishment over fifty years 
ago, the Banco Italiano has never failed 
to pay a dividend, ranging from 8 per 
cent to as high as 26 per cent. In the 
establishment and maintenance of free 
exchange throughout the depression and 
post-depression years, the bank has al- 
ways been a tower of strength to the 
commercial interests and to the Govern- 
ment of Peru. To a very considerable 
extent it has also been responsible for 
the financing of private industrial proj- 
ects and government construction under- 
takings. 


Early History 


The financial crisis of 1876, mainly 
brought about by the collapse of the 
guano boom, led to the bankruptcy of 
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BANCO DE CREDITO 
DEL PERU 


CAPITAL and RESERVES S/.30,457,759.44 
HEAD OFFICE: LIMA 


Branches: 


ABANCAY CHIMBOTE MOQUEGUA 
AREQUIPA CHINCHA ALTA NASCA 
AYACUCHO HUACHO PACASMAYO 
AYAVIRI HUANCAYO PAITA 
BARRANCA HUANUCO PISCO 
CAJAMARCA HUARAL PIURA 
CALLAO HUARAS PUNO 
CANETE ICA SULLANA 
CUZCO JAUJA TACNA 
CHEPEN MIRAFLORES TARMA 
CHICLAYO MOLLENDO TRUJILLO 


Agencies in all other places of commercial importance 


in Peru 


Entrust us with 


YOUR COLLECTIONS ON PERU 


Peru’s Oldest National Commercial Bank 
Established in 1889 
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all the existing banks, with the excep- 
tion of the London Bank of Mexico and 
South America, and the Banco del Cal- 
lao—the latter formed by Italian capital. 
The situation was further complicated 
by the subsequent war with Chile; but 
when peace had been signed the Italian 
colony set to work to pave the way for 
the activities. It was decided in the 
first instance to form a Mutual Assur- 
ance Company, for which the necessary 
capital was immediately forthcoming. 
This company commenced operations in 
1887; but the need of an Italian bank 
was not lost sight of. In 1888, leading 
members of the colony met together to 
consider the plans, and to this end a 
committee was formed in the latter part 
of the year, under the chairmanship of 
Count Alberto Larco, one of the three 
brothers who had founded the “Rema” 
state in the Chicama valley. After a 
preliminary meeting held on November 
ll. a second meeting was held three 
weeks later, when the statutes were ap- 
proved and the board of directors ap- 
pointed. In the space of twenty-one 
days, 652 shares were subscribed by 61 
shareholders, and on February 24, 1889, 


the Banco Italiano was definitely con- 
stituted with a nominal capital of 26,000 
Peruvian Pounds divided into one thous- 
sand three hundred shares, of which 
fifty per cent were fully paid up. 


The Banco Italiano opened its doors 
to the public on April 9, 1889, in 
premises which had formerly been oc- 
cupied by the Banco del Comercio in 
the Calle Mantas. The chairman of the 
Board of Directors was Count Alberto 
Larco; Giovanni Calderoni was the first 
manager. The new bank was soon found 
to fill a real need; and in the same year 
a branch was opened in Callao. The 
capital was increased to 100,000 lire 
by the emission of 4,000 additional 
shares. 

In 1896, the project for the founda- 
tion of an Italian Assurance Company, 
first mooted nine years earlier, was 
amplified by the formation of the Cia. 
de Seguros “Italia,” largely througk 
the initiative of Commendatore Gio 
Batta Isola, at that time chairman of 
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the Board of Directors. The capital was 
$/200,000, of which the Banco Italiano 
subscribed a fourth part. 

Continuing its successful career, the 
Banco Italiano moved in 1898 to the 
corner of calles Carrera and San Pedro, 
the original quarters having become in- 
adequate for its rapidly-increasing busi- 
ness. This is the site which the Bank 
occupies at the present time, its present 
palatial building having been _in- 
augurated on April 21, 1929. 


Peruvian Times. 


INDIA 


THE fiscal and credit position of the 
Government of India is strong. At the 
end of the second year of the war, 
India’s budget deficit was only 110,000,- 
000 rupees, or about one-twelfth of the 
total budget. This position is largely 
due to the arrangement with the British 
Government which places a maximum 
of India’s war expenditures on its own 
account. Other factors contributing 
to India’s strong financial position are 
well-maintained customs revenues, in- 
creased railway earnings, currency 
profits, income and excess-profits taxes, 
and _ substantially reduced interest 
charges.—Foreign Commerce Weekly. 


© 


ENGLISH, SCOTTISH AND AUSTRALIAN 
Bank, Limitep, Lonpon.—At the forty- 
ninth ordinary general meeting, held on 
December 17, 1941, the directors sub- 
mitted their report. which showed net 
profits up to June 30, 1941, amounting 
to £213,892. to which was to be added 
£294,938 brought forward from June 
30, 1940. There was added £15,000 to 
the reserve fund, £30,000 to contingen- 
cies reserves, £20,000 to reduction of 
premises, and there were also declared 
two dividends (making a total of 7 
per cent for the year) and amounting 
to £68,250 and £70.875. After an ad- 
ditional allotment of £5,000 to the 
officers’ provident fund, a balance of 
£299.706 remained to be carried for- 
ward. 
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HILE the clouds of war bring con- 
siderable concern and immedi- 
ate results afflict the Capital, 

even as the rest of the country, there is 
sharp criticism over civilian defense 
programs and political activities, there 
is still no question that the Government 
as a whole is moving definitely and 
certainly toward supplying the needs 
and the appeals for the armed forces. 

Anyone not understanding the politi- 
cal atmosphere of a great capital and 
the outflow of news might erronously 
conclude that sharp criticism denoted 
disunity. But such is not the case. The 
criticism instead, stems from a growing 
desire to stimulate war effort, to 
eliminate non-essentials and to swing 
the national effort onto the highway to- 
ward victory. 

Much has been said, and much writ- 
ten, about an alleged complacency which 
is hindering the full war effort. There 
may have been some complacency prior 
to Pearl Harbor, but there is little of 
it manifest in responsible quarters, ex- 
cept, perhaps among the politicians. 
Neither is there evidence of complacency 
in the heart of America—the great Mid- 
west. This correspondent was in in- 
timate association with representative 
men and women from all the great mid- 
western states and found only expres- 
sions of disgust that officialdom was not 
doing more toward stimulating war ef- 
fort. Not a few charged that the com- 
placency existed in high places; that 
the common people were ready and will- 


IN 
WASHINGTON 


By Our 
WASHINGTON CORRESPONDENT 


ing to do all necessary—to give up and 
give out—to win. 

On the financial side, the willingness 
to vote all asked-for supply bills, al- 
most without question and on the plans 
of technical and military and naval ex- 
perts, indicates a Congressional desire 
to meet demands. There has been no 
question about giving up long cherished 
protections, in order to speed war effort. 
Huge war supplies, lend-lease requests, 
have all been willingly granted. It has 
only been when funds have been re- 
quested for efforts which seemed to 
many unrelated to a victory program, 
there has been balking, sharp criticism 
and dissension. 


Reserve Bank Bond Purchases 


As this is written, the second War 
Powers Bill is being voted. This bill has 
a financial section which, ordinarily, 
would have encountered determined op- 
position, yet explanations have been ac- 
cepted and officials are expected to keep 
their word that the authority will not be 
abused. 

Reference is to the provision which 
eliminates that section of the Federal 
Reserve Act which required that Re- 
serve Banks purchase Treasury securi- 
ties only on the open market. This pro- 
hibition against buying directly from 
the Treasury was written into the Bank- 
ing Act of 1935 with the support and 
nearly unanimous support of both 
political parties. It is now being 
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rescinded for the duration. Full central 
banking authority is granted in order 
that the Treasury may be able to keep 
an orderly market, the Open Market 
Commitee of the Federal Reserve Sys- 
tem being allowed to purchase as much 
as it may deem expedient direct from 
the Treasury. 

There was very little testimony taken 
by Congressional Committees on this 
far-reaching provision. Before the 
Judiciary Committee of the House, Re- 
serve Board Chairman Marriner Eccles 
appeared to support the proposal. His 
explanations were accepted in good faith 
by Democrats and Republicans alike 
despite some ‘verbal resistance which 
Senator Robert Taft of Ohio had earlier 
offered. This is significant since Chair- 
man Eccles has many critics within the 
Democratic Party. There was no or- 
ganized banker opposition despite in- 
timations by Mr. Eccles that objections 
would come from that quarter. At the 
same time there was keen appreciation 
of the dangers inherent in permitting the 
Treasury and the Reserve System to pro- 
duce and sell securities at will. 


Statutory Debt Limits 


Congress is being asked to lift the 
statutory debt limit to $110,000,000,000, 
and perhaps take off the limit altogether. 
Meanwhile great effort is being expended 
to sell more and still more of the De- 
fense Savings Bonds. It is hoped by 
Treasury officials that the sale of these 
bonds will reach $1,000,000,000 a 
month. or at least $10,000.000,000 a 
year. 

Meanwhile the tax program must be 
faced. Shall it be a sales tax, a with- 
holding tax on salaries or wages, heavier 
excess profits taxes and estate and gift 
taxes along with many more excise 
taxes? This is a political year and 
Congressmen are hesitant about voting 
withholding taxes unless there is a 
clear-cut program which seems reason- 
ably acceptable to the country as a 
whole. The Treasury’s tax experts have 
been reluctant to present a rounded-out 
tax program and the tax experts of the 
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House Commitee on Ways and Means 
has been struggling along to adapt their 
own revenue raising bill. Whatever the 
choice, taxes are going to cut deep and 
wide and all profits will be less. 


Added R. F. C. Powers 


The two banking committees of Con- 
gress have been considering a bill to 
give the Reconstruction Finance Corpo- 
ration more lending authority, lifting 
the total to about $10,000,000,000. 
Most of this is to be used for the con- 
struction of more and still more muni- 
tions plants of one kind and another in- 
cluding synthetic rubber production fac- 
tories. A portion of it is to be used to 
afford some sort of civilian protection 
against bombing and war loss within 
the continental United States and close 
island possessions. There was little op- 
position to the request despite much un- 
certainty and unwillingness to detail the 
program ahead. Again Congress was 
willing to trust officials, that the author- 
ity granted would not be abused but 
used in defense of the nation. 

7 
Tax Exempt Bonds 


Some disquieting acts of officials have 
proved financially disturbing during re- 


cent weeks. In addition to the ques- 
tionable program of the social reform- 
ers and well-wishers of the Office of 
Civilian Defense,‘the request of Secre- 
tary of the Treasury Henry Morgenthau 
Jr., that taxes be levied on outstanding 
issues of state and municipal bonds, 
proved disquieting. Especially was this 
true since the Secretary seemed to feel 
that his office had no obligation to recog- 
nize any obligation not to tax such 
securities and claimed that no assurance 
had been given to purchasers. 

Shortly after the Secretary had made 
his statement indicating Treasury policy 
in the matter, past records were ex- 
amined to discover that in several in- 
stances, high officials had pledged that 
outstanding issues of State and munic- 
ipal securities would not be taxed and 
only taxation of future issues was de- 
sired. The ignoring of early statements 
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has not met with approval, in fact, 
has brought resentment. It is feared 
that official promises are proving of lit- 
tle worth and this tends to break down 
public confidence. 


Independent Bankers 


While the first concern of the Na- 
tional Capital is winning a world war, 
there are at least two banking bills of 
considerable concern to a large segment 
of the banking world. These bills are 
the measures which would “freeze” 
branch banks at the present status and 
a second measure that would require 
that branches as well as main office 
banks file statements as to loans, dis- 
counts and deposits. 

This correspondent . attended _ the 
twelfth annual convention of the IJn- 
dependent Bankers Association of St. 
Paul, Minnesota. Bankers from twenty 
states and many cities. towns and vil- 


lages were there showing vigorous sup- 
port of these two bills. Furthermore, 
this Association indicated that it has 
grown in membership and in caliber 
and appreciation of responsibilities of 
the unit banker. 

It can be stated that the movement 
is no longer merely a gesture of protest. 
It has become a definite, co-ordinated 
effort to preserve the place of the unit 
bank in the commercial life of America. 
As an indication of how the Association 
is now proceeding, it has issued a 
volume entitled “Some Branch Bank 
Facts.” The author is W. J. Bryan, an 
official of one of the South’s outstanding 
banks, the Third National of Nashville, 
Tenn. This book is published by the 
Association for distribution. It is docu- 
mented, with references, and seeks to 
disapprove many of the claims of those 
who foresee the passing of the unit bank 
and the turning to the branch bank and 
chain banks. 
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Current Conditions in Canada 


ISCUSSING general conditions in 
Canada, the Monthly Commercial 
Letter of the Canadian Bank of 
Commerce, Toronto, for February, says: 
“The slight recession in our index 
of industrial activity, from 16] at 
mid-December to 160 at mid-January 
(1937100) is mostly due to a sea- 
sonal decline in the output of foodstuffs 
other than meats and a reorganization 
of the automotive and certain metal and 
other trades for the diversion of their 
plants to the production of military 
equipment. This has offset the consid- 
erably increased activity of most of the 
iron and steel trades, especially in the 
medium and light sections. There is, 
indeed, increasing evidence that concen- 
tration upon war materials, chiefly af- 
fecting at an earlier stage the heavy 
industries, is now extending to many 
branches of manufacturing normally 
engaged in turning out goods of com- 
paratively light make. Thus more and 
more types of plant are specializing 
almost exclusively in war materials, 
thereby taking up the slack which would 
otherwise result from a contraction of 
supplies for civilian use. Seasonal ac- 
tivity is registered in the clothing and 
textile trades, together with a recovery 
in pulp and paper and in sawmilling. 
The percentage of total plant capacity 
utilized fell from 115 to 114.” 


Finance in 1941 


In a general survey of the Canadian 
economic record for 1941, the Letter 
comments as follows on Canadian 
finance during the past year: 

“An expansion in Dominion Govern- 
ment financing and a decline in that of 
Provincial and Municipal authorities 
and corporations accompanied the in- 
iensification of Canada’s war effort last 
year. The financial requirements of this 
effort were of such large proportions as 
to cause direct war expenditures of 
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$1.152,000,000, slightly more than 
double those of 1940, and together with 
credits to Britain for her purchases in 
Canada, about as much as was spent by 
this country in the whole of the 1914-18 
conflict. Tax collections of the Domin- 
ion Government increased from about 
$638,000,000 in 1940 to $1,212,000,000 
in the following year and were higher 
than expected, but while these more 
than covered direct war expenditures, 
borrowing on a large scale was neces- 
sary for future commitments and _ par- 
ticularly for aid to Britain and ordinary 
governmental services. The Govern- 
ment’s total bond issues in 1941 were 
$1,296,820,000, of which the most im- 
portant was the Victory Loan in June, 
providing $730,000,000 in new money 
and converting $106,000,000 of out- 
standing obligations. Issues of Provin- 
cial Governments declined nearly $100.- 
000,000 from 1940 to $52,628,000, 
mainly as a result of smaller maturities 
and consequently of less refunding. Mu- 
nicipal bond offerings were, at $10.- 
898,000, not much over half those of 
1940. Industrial and miscellaneous 
bond .issues last year fell to less than 
$10,000,000 from $13,900,000. Public 
utilities, however, entered the market 
for a larger amount, $22,775,000, than 
in the preceding year. 

“It is noteworthy that Government 
bond prices strengthened in 1941. For 
example, prices of Dominion of Canada 
long-term issues averaged slightly above 
par, whereas in 1940 they were about 
one point under their face value. In 
contrast, stock prices continued the 
downward course of 1940, though at a 
lesser rate, and the quoted aggregate 
market value of over 500 share issues 
on the Toronto Stock Exchange de- 
clined by 8 per cent. 

“Total current loans in Canada by 
the chartered banks, mainly to finance 
production and trade, increased from 
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December, 1940, by over $85,000,000 to 
$1,084,000,000, while holdings of secu- 
rities, largely Government bonds, rose 
$228,000,000 to $1,759,000,000. These 
increases should properly be regarded 
as larger credits for war purposes. To- 
tal Canadian deposits were $3,108,000,- 
000, as compared with $2,805,000,000 
in December, 1940, the greatest rise 
being in demand funds. There was, 
however, a small expansion in time and 
savings accounts to $1,669,000,000, not- 
withstanding substantial withdrawals 
for the purchase of War Savings Cer- 
tificates and subscriptions to the Domin- 
ion Victory Loan in June. The active 
note circulation of the chartered banks 
and the Bank of Canada rose from 
$347,000,000 to $449,000.000, and to- 
gether with Canadian deposits of the 
first mentioned institutions provided a 
total supply of bank money in use of 
$3,455,000,000, nearly $400,000,000 
above that of a year previous, and the 
largest ever available.” 


Canada’s Second Victory Loan 


The Monthly Letter of the Bank of 
Montreal, dated February 23, comments 
as follows on the second Victory Loan: 

“Canada’s second Victory Loan was 
launched on February 16 with the ex- 
pectation that the books would remain 
open for three weeks. The campaign 
is now in full swing and the results at 
this writing have been distinctly encour- 
aging. The Loan is for $600,000,000, 
but the Minister of Finance has ex- 
pressed the hope that subscriptions may 
exceed the aggregate of June, 1941, 
when an issue of a similar amount 
brought a response totaling $837,000,- 
000. The Minister hopes also that the 
number of subscribers—968,000 last 
year—may be increased substantially, 
and he looks particularly for the sup- 
port of the wage-earning class—an an- 
ticipation that the marked increase in 
employment figures would appear to 
justify. 

“Investors are offered choice of a 
12-year 3 per cent bond due March 1, 
1954, at 100 (redeemable at 101 at ma- 
turity and callable at 101 in or after 
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1952), to yield 3.07 per cent to ma. 
turity, or a 6-year 244 per cent non. 
callable bond due March 1, 1948, at 100, 
to yield 2.25 per cent. A 29-year 114 
per cent non-callable bond due Septem. 
ber 1, 1944, is offered at 100 for con- 
version only, to yield 1.50 per cent, 
Holders of Dominion of Canada 114 
per cent bonds due May 15, 1942, and 
Dominion of Canada 2 per cent bonds 
due June 1, 1942, are offered the privi- 
lege of converting their holdings into 
any of the three new maturities at 
$100.59 and $100.80, respectively, per 
$100 par value, which includes accrued 
interest. The twelve-year bonds, which 
are considered the most attractive to the 
average investor, can be obtained in de- 
nominations of from $50 upward and 
are being sold either for immediate pay- 
ment in full or under a six months’ in- 
stalment plan, thus permitting subscrib- 
ers to pledge their credit or to purchase 
in part out of future earnings. A slightly 
longer term of payment will be allowed 
under special arrangements applicable 
to groups of employees purchasing 
bonds. 

That all the money asked for is ur- 
gently needed has been shown in clear 
and impressive terms by the Minister 
of Finance. While the Dominion this 
year is spending from $1.350.000,000 
to $1,400,000,000 directly on _ the 
prosecution of the war, and providing 
approximately $900,000.000 to cover 
British war expenditures in Canada, the 
requirements of the coming fiscal year 
will be still greater. The war itself is 
expected, in that period, to cost $3,000,- 
000,000, including the aid to Britain, 
and there will be another $500,000,000 
or thereabouts to cover other expendi- 
tures, bringing the grand total for the 
year to $3.500,000,000, or nearly seven 
times what the Dominion was spending 
prior to the war.” 


Canadian Employment 


The February Letter of the Royal 
Bank of Canada, Montreal, discusses 
the present Canadian employment situ- 
ation as follows: 

“Canada today has no unemployment 
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problem: all persons willing and able 
to work have readily found employ- 
ment. In marked contrast to the situ- 
ation which prevailed during pre-war 
years. the steadily mounting total of en- 
listments in the armed services and the 
tremendously increased demands which 
Canada’s war-time industry have made 
on the supply of suitable workers, have 
given rise to a very serious labor prob- 
lem. Further additions to Canada’s 
labor forces must now come from the 
ranks of those hitherto unemployed, stu- 
dents and others, and from employable 
homemakers. With the possible excep- 
tion of students who have graduated 
from the various technical courses now 
offered. the education and adaptation of 
these potential workers to industry will 
prove a major problem. More than 
ever before. now that full employment 
has been attained, has it become neces- 
sary to ensure the most effective use of 
every worker, employed and to be em- 
ployed. For this reason indiscriminate 
shifting of workers from such activities 
as farming, fishing and lumbering into 
the more highly paid manufacturing in- 
dustries could prove detrimental to our 
total war effort.” 


©) 


NEW B. & L. HOMES 


Hair a billion dollars worth of new 
homes and small flat buildings were put 
up in 1941 with savings, building and 
loan association dollars, as shown from 
reports of the United States Savings and 
Loan League that the associations last 
vear loaned $437,065,000, out of their 
$1,378.684,000 total 1941 loan volume, 
for building new places for families to 
live. The new building loans topped 
the previous year by some $40,000,000. 
and were approximately twice the vol- 
ume of three years ago. 

The last month of 1941, in spite of 
War and its rapid change of the outlook 
of millions of Americans, actually saw 
a slight increase in money loaned for 
new home building over November. 


THE BANKERS MAGAZINE for March, 1942 


Reconstruction 
Finance Corporation 
Loans to the 
Railroads 


By 
HERBERT SPERO 


Department of Economics 


College of the City of New York 
* 


‘THis book is a study of Recon- 

struction Finance Corporation 
financing of near-bankrupt rail- 
roads in the depression years 1932- 
1937. It deals with the funda- 
mental difficulties of the nation’s 
railroad system and of the weaker 
carriers in particular. It empha- 
sizes the various purposes for 
which the Reconstruction Finance 
Corporation was created and the 
diverse uses to which the corpora- 
tion’s funds were put. 

It provides a detailed analysis 
of the basic financial ills of the 
St. Louis-San Francisco, the Chi- 
cago and Eastern Illinois, the New 
York, New Haven and Hartford, 
the Missouri Pacific, the Chicago, 
Milwaukee, St. Paul and Pacific, 
the Denver and Rio Grande West- 
ern, and the Chicago and North 
Western. The analysis is amply 
supported by statistical data. The 
policy of the Interstate Commerce 
Commission in approving Recon- 
struction Finance Corporation aid 
to these lines is then studied. 

The author’s conclusion is sig- 
nificant for its statement of the 
new relationship of the Govern- 
ment to debtor roads and for its 
criticism of governmental policy. 


is. A. pes 


| Bankers Publishing Co., | 
465 Main Street, Cambridge, Mass. 1 
Please send me on approval a copy ot | 
“RFC Loans to the Railroads” by Herbert | 
Spero. At the end of 5 days I will either r 
remit $3.50 or return the book. 


243 





BOOKS for 
BANKERS 


Brief Reviews 


Mission TO Moscow. 
Davies. New York: Simon & Schus- 
ter. Pp. 659. 1941. $3. 

Tuts book tells the inside story of Rus- 

sia from the treason trials to the Nazi- 

Soviet war. Joseph E. Davies was ap- 

pointed American Ambassador to the 

U.S. S. R. on November 16, 1936, and 

left for his post shortly thereafter. He 

arrived to find the treason trial of Karl 

Radek approaching its climax. He re- 

mained in Moscow until the eve of the 

Czechoslovak crisis. 

Mr. Davies’ departure from Moscow 
did not end his activities in the field of 
Russian-American relations. After a 
year and a half as Ambassador to Brus- 
sels, he was summoned back to Wash- 
ington to serve as special assistant to 
the State Department in charge of war 
emergency problems and policies. Upon 
his retirement from the Department a 
year later, President Roosevelt said, 
“You exercised a happy faculty in eval- 
uating events at hand and determining 
with singular accuracy their probable 
effect on future developments. Your 
judgments of men and measures were 
sound and dependable.” 

“Mission to Moscow” is a report to 
the American people on the facts which 
enabled Mr. Davies to predict the Nazi- 
Soviet Pact, the outbreak of the war. 
the German attack on Russia, and the 
amazing resistance of the Red Army. 
In addition to telling a new story for the 
first time, “Mission to Moscow” tells 
this story in a new way. The book is 
made up entirely of confidential dis- 
patches to the State Department, selec- 


By Joseph E. 
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tions from diary and journal entries, 
and correspondence both official and 
personal. In permitting the release of 
these confidential dispatches, the State 
Department has broken all precedents, 
Usually the confidential reports of our 
diplomats do not reach the public until 
many years after they were written. 
But, as Mr. Sumner Welles, the Acting 
Secretary of State, wrote to Mr. Davies, 
the publication of this material now is 
“definitely in the public interest.” 
Among the many memorable high 
points of the book is the Ambassador's 
two-hour-and-a-half conversation with 
Joseph Stalin. This Mr. Davies de- 
scribes in the official State Department 
dispatch—marked “Secret and Conf 
dential.” In addition he includes a let- 
ter to his daughter that gives a picture 
of Stalin, the man. From beginning to 
end, “Mission to Moscow” presents a 
comprehensive picture of the Soviet 
Union as it was seen by a man who 
made no secret of his capitalistic inter- 
ests but who went there with an open 
mind and an understanding heart. 
This is a story of history in the mak- 
ing, written at the time by one of the 
men who helped to make it. By throw- 
ing new light on the recent past it also 
reveals new perspectives for the future. 


THE Economics oF Totat War. By 
Henry William Spiegel. New York: 
Appleton-Century. 1942. Pp. 410. 
$3. 

THIs is an especially timely and impor- 

tant analysis and clear-sighted discus- 

sion of the impact of war upon modern 
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society, written by one who is extraor- 
dinarily well equipped by training, by 
travel. and by specialized study and re- 
search. both here and in Europe, to deal 
authoritatively with the subject. 

It deals with all the complex aspects 
of the subject, including economic 
causes, means, and results of war; the 
nature of total war; what constitutes 
the proposed New Order in Europe: 
the price system under the impact of 
war: foodstuffs in the military econ- 
omy: wartime control of production and 
consumption; how war is paid for, etc. 
The final chapter considers the after- 
math of war. 

This clearly written and unbiased 
treatment answers many of the ques- 
tions that are troubling serious-minded 
citizens who are concerned with what 
the future holds in store for the democ- 
racies. It also explains, for the general 
reader and the student of economics, 
the fundamental principles which gov- 
ern war economics. 

The author has studied at the Uni- 
versities of Berlin, Heidelberg, Cologne, 
Zurich, Leyden, Cornell, and Wiscon- 
sin. He holds the degree of J.U.D. from 
the University of Berlin and that of 
Ph.D. from the University of Wisconsin. 
For the past half dozen years he has 
been making a special study of the 
problems of war economics. 


Your CAREER IN DEFENSE. By Shelby 
Cullom Davis. New York: Harper 
& Bros. 1942. $2. 

Tuts book was written to help the indi- 

vidual find his particular niche in the 

war production effort that is now being 
made. It contains the latest and most 
authentic information about our ship- 
yards, aircraft factories, metal works, 
machine shops, ordnance arsenals, ex- 
plosive plants and Federal civil service. 

To get this information the author trav- 

eled from coast to coast and interviewed 

hundreds of officials, personnel manag- 
ers and foremen, the men on the “hir- 
ing” line in our great war production 
plants. 

The major industries are considered 
separately, chapter by chapter. The 
appendix contains detailed descriptions 
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Always a sound 
investment LEARNING 
ANOTHER LANGUAGE 


The Berlitz Method, starting with con- 
versation from your first lesson, gives 
you a working knowledge of your new 
language in the shortest possible time. 
You learn to speak, read and write like 
a native. 

Commercial courses for advanced stu- 
dents. Private or class instruction. Day 
or evening. Native teachers. Send for 
catalog. 


Free Demonstration Lesson 


BERLIT SCHOOL OF 


LANGUAGES 
..--- 630 Fifth Ave. 

International “Bidg., Rockefeller Center 
BROOKLYN . ....66 Court Street 
BALTIMORE . Baltimore Life Building 
IN soit cvicvitooneesniotinnes 140 Newbury St. 
BuFFALo Rand Building 
CHICAGO .... 30 North Michigan Avenue 
CLEVELAND Leader Building 
DETROIT . David Whitney Building 
NEWARK ............. Rrasat 790 Broad St. 
PHILADELPHIA 266 S. 15th Street 
PITTSBURGH Grant Building 
San Francisco 209 Post Street 
WasHINGTON......Hill Bldg., 17th & Eye Sts. 


of more than four hundred industrial 
occupations, outlining the duties of each 
and indicating what each one requires 
in educational background, special 
training and physical equipment. 


AND Its Compo- 
SITION. 1919-1938. Two Volumes. 
New York: National Bureau of Eco- 
nomic Research 1819 Broadway. 
1942. Pp. 929. $5. 

Tuis work is the capstone of the Na- 

tional Bureau’s work in the field of na- 

tional income over the past twenty years 
and is the most comprehensive report of 
its kind available. It presents a funda- 
metal analysis of the behavior of the 
American economy during twenty mo- 
mentous years and contains estimates 
which provide basic materials for deter- 
mining broadly how many billions can 
be appropriated to the armed services 
and how this diversion will affect civi- 
lian consumption. The estimates show 
also the changes in the sources from 
which the country derived its income 
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over the period since World War I as 
well as changes in the distribution of 
this income between employee compen- 
sation, entrepreneurial net income and 
income from property. 


THE FepeRAL Reserve BANK OF CLEVE- 
LAND. By Arthur F. Blaser, Jr. New 
York: Columbia University Press. 
1942. Pp. 306. $3.50. 

Tuts is a_ full description—without 

prejudice or presumption—of what the 

Federal Reserve Bank of Cleveland is 

and what it does. It shows the part the 

bank plays in the economic life of the 

Fourth Federal Reserve District, how 

far it influences business events, its part 

as a leader and follower of business, the 
extent to which it is significant in the 
problem of centralized versus decentral- 
ized banking. and its relation to the 
business life of the rest of the country. 


STATEMENT ANALysIs. By 
New York: Prentice- 
$3.20. 


FINANCIAL 
John N. Mver. 
Hall Inc. Pp. 257. 


THis volume outlines the principles to 
be followed in the interpretation and 


analysis of business financial _ state- 
ments. The tests set forth are those 
which have been devised by analysts 
over a period of forty years and which 
have met the trials of practical experi- 
ence. The author points out that finan- 
cial statement analysis is not only a 
study of relationships but also an ex- 
amination of trends; attention is called 
to the fact that elaborate ratio analysis, 
to the exclusion of all other factors, has 
distinct limitations. 

The reader is reminded that balance 
sheets are not statements of absolute 
value and that income reports do not 
provide precise measurements of earn- 
ings. In this connection, note must be 
taken of accounting conventions as well 
as elements of personal judgment in 
valuing inventories, appraising bad 
debts. establishing rates of deprecia- 
tion, etc. 

After tracing the development of 
financial statement analysis and outlin- 
ing its problems, Mr. Myer makes men- 
tion of common defects often found in 
reports. There is ample discussion of 
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trends and ratios, and considerable in- 
vestigation of methods of interpretation, 
Numerous exhibits are well placed 
throughout the book and one chapter is 
devoted entirely to illustrative cases. 

This is a clear and facile presenta- 
tion. It is a good basic guide for credit 
file work. 


THe THEORY OF Prices. VoLuME II. 
By Arthur W. Marget. New York: 
Prentice-Hall. 1942. Pp. 802. $6. 

Tuis is a highly technical book and one 

intended as the author admits, for “those 

who have read much and meditated long 
on monetary problems and intend to 
continue such reading and meditation.” 

It probably requires more reading and 

more meditation than the average 

banker has at his disposal, but those 
who have made a special study of price 

theories will find in this volume a 

wealth of material and much food for 

thought. 

Says the author in his preface: 

“In this first volume of this work, I 
set myself the task of welding into a 
single unified organon the disparate, 
and often apparently contradictory, an- 
alytical approaches to certain ‘central 
problems of monetary theory.’ In the 
present volume, I have set myself the 
task of merging the organon so con- 
structed into a still more comprehensive 
organon. The purpose of this more 
comprehensive formulation is to inte- 
grate ‘monetary theory,’ in the narrower 
sense of the term, with the ‘general’ 
Theory of Value. This volume, more- 
over, like the first volume, has a further 
purpose: namely that of providing a 
documented illustration of the processes 
by which the resultant body of analysis 
has come to be what it is.” 

The author is professor of economics 
at the University of Minnesota. 


THe PANAMA CANAL IN PEACE AND 
War. By Norman J. Padelford. New 
York: Macmillan. Pp. 327. 1942. 
$3. 

AT a time like the present when the 

Panama Canal assumes a position of 

outstanding importance as one of our 

most vital possessions this new book 
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has unusual timeliness and value. It 
deals comprehensively with the entire 
subject of the Panama Canal. 

It examines the rights and powers of 
the United States over the Canal and 
Canal Zone, the administration of the 
undertaking, and its place in American 
life with particular reference to the wa- 
terway s economic and strategic signifi- 
cance. It discusses the operation and 
protection of the Canal in peace and war, 
as well as its bearing on international 
relations generally, in a way readable 
for the public and useful for all con- 
cerned with the Canal in some practi- 
cal manner. 

The study is particularly timely in 
view of the construction of the new 
locks, the development of the Canal 
Zone as a major military establishment, 
and the wartime regulation of shipping. 

Much of the material has been gath- 
ered with the codperation of the Gov- 
ernment and is published in book form 
for the first time. The author is a pro- 
fessor at the Fletcher School of Law and 
Diplomacy, and the book is published 
under the auspices of the Bureau of In- 
ternational Research of Harvard Uni- 


versity and Radcliffe College. 


Tue United STaTEs AND CIVILIZATION. 
By John U. Nef. Chicago: Univer- 
sity of Chicago Press. 1942. Pp. 
$21. $3. 

It is the author’s belief that history 

suggests that Western civilization in 

Europe and America has reached the 

end of an epoch which began with the 

Reformation and the voyages of discov- 

ery. The author is concerned with the 

role the United States might play in 
building a civilization worthy of man 
at his best during and after the present 
period of confusion, turmoil and war. 
If the United States is to fulfill the 
promise of American life, argues the 
author, it cannot accept either totali- 
tarianism (whether in the form of com- 
munism, fascism, or national socialism) 
or the kind of materialistic democracy 
into which the country has drifted. In- 
stead, the best thought in the United 

States should try to build a nobler de- 

mocracy by incorporating in a new 
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form, appropriate to the modern indus- 
trialized state and mechanical industrial 
order, the aspirations of the saints and 
wise men of the past. 

The author sets about to define the 
objectives of the ideal state. He lays 
special stress upon the importance of 
the independent mind and spirit. He 
then discusses the possible changes in 
education, economic and political con- 
ditions, and in international relations 
that seem to be needed if the United 
States is to set an example to future 
generations of mankind by groping 
towards this ideal state. 


THE Economic DEVELOPMENT OF THE 
AMERICAN Nation. By Reginald C. 
McGrane. Boston: Ginn & Company. 
1942. Pp. 691. $3.75. 

Tuis is a straightforward account of the 

economic influences in our national life. 

The author, who is professor of history 

at the University of Cincinnati, centers 

his attention on recurring waves of 
prosperity, overexpansion, depression, 
and movements for reform. Half the 
book is devoted to the period since 

1870: one third, to the rise of Govern- 

ment intervention and control. 

By presenting economic factors topi- 
cally within these chronological peri- 
ods, the author shows the close relation- 
ship of agriculture, labor, industry, 
transportation, and finance with the 
clash of sectional interests, with poli 
tics, and with the currents of our na- 
tional thought. 

The text is aptly illumined by maps, 
charts, pictures and cartoons of the pe- 
riods discussed. Annotated subject bib- 
liographies follow each chapter. 


COMMERCIAL CREDIT AND COLLECTION 
Practice. By Watrous H. Irons. 
New York: Ronald Press. 1942. 
Pp. 606. $4.50. 


“Two characteristics striven for in this 
volume,” says the author in his preface. 
“are continued emphasis upon analysis 
as the key to the solution of credit and 
collection problems, and the carrying 
of that analysis through to a specific, 
practical decision. While the text 
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stresses this analytical point of view, at 
the same time it presents a comprehen- 
sive statement of the fundamentals and 
principles which underlie credit and 
collection practice. 

“It is thus a book for the student of 
credit, whether he is preparing himself 
in the classroom or is a businessman 
who must determine the acceptability 
of commercial credit risks and effect 
the collection of accounts. It is the 
author’s hope that what is presented 
may help the reader attain two objec- 
tives of paramount importance in mak- 
ing credit judgments with confidence 
and correctness: first, an understanding 
of why he must make an accurate evalu- 
ation of credit risks, and what informa- 
tion is available for that purpose; sec- 
ond, and even more important, an un- 
derstanding of how to analyze available 
credit data so as to make those deci- 
sions essential to the efficient opera- 
tion of a credit department.” 

The book is divided into four parts: 
Fundamentals of Credit and the Credit 
Risk; Credit Analysis: How to Evalu- 
ate the Credit Risk; the Management 
and Control of Credit; Collection An- 
alysis: How to Collect the Account. 


THe La SaLte MANUAL OF FEDERAL 
Income Tax Procepure. Chicago: 
La Salle Extension University, Michi- 
gan Avenue at 4st Street. 1942. 
Pp. 315. $2.50. 


THE purpose of this text is to present 
to the student. business executive, and 
accountant, a clear, concise and non- 
technical summary of the law applicable 


to the preparation of 1941 returns. 
Wherever practicable, the law is codrdi- 
nated with accounting interpretation 
and procedure. Provisions expressed in 
technical legal language are explained 
and illustrated so that the requirements 
of the law can be understood by anyone 
who devotes reasonable time and effort 
to the problem. 

The Manual contains reproductions 
of returns for individuals, partnerships 
and corporations, illustrating from spe- 


cific situations how the items of gross 
income, allowable deductions, credits 
and exemptions are to be reported on 
the official forms of the Treasury De- 
partment. Considerable space is de- 
voted to the excess profits tax imposed 
under the Second Revenue Act of 1940, 
The capital stock, declared value, and 
surtax on improper accumulation of 
surplus are explained and a chapter is 
devoted to practicable methods of tax 
saving. 


BOOKLETS 


How tro Cueck Inrration. By John M. 
Clark. New York: Public Affairs Com- 

mittee, 30 Rockefeller Plaza. Pp. 32. 1942, 
10¢. 

Tue job of curbing inflation rests primarily 

with the government. But the following 

suggestions are made by Dr. Clark for the 

average citizen: 

“If you are a housewife, study the re- 
quirements of a healthy diet. There is no 
need of undernourishment, but don’t waste 
foods or other scarce materials, and don't 
hoard them. Take your chances with the 
rest. Co-operate in programs of waste 
collections—newspapers, for instance. Re- 
member that the little savings grow im- 
portant when they are made in 30 million 
homes. 


‘If you are a worker or a farmer who 
is ‘getting a break’ for the first time in 
some years, don’t try to push your advan- 
tage too hard. If you do, there won't be 
enough real goods, and it is better to gain 
a few real dollars than a lot of rubber ones. 
The money may come from your boss or 
from an impersonal market, but the goods 
you expect to buy will mostly be taken 
from people like yourself, some of whom 
have less than you and no chance of getting 
more. 

“If your income is medium sized, and 
your taxes hurt, remember there are a 
lot of people who have had too little for 
a long while, and it may be your turn to 
go without a few things you would like. 
Save up in advance to pay your taxes; ant 
buy some Defense Bonds _ besides. 

“If you are an employer, absorb all the 
increased costs you can. Most employers 
are doing it. Have confidence in the readi- 
ness of the Government to do its © :st to 
make right any real injustices resulting 
from its regulations. But don’t ask for 
favors unless you really need them.” 


THE BANKERS MAGAZINE for March, 1942 





The Bankers Digest 


The Month’s Banking Thought in Brief 


MARCH, 1942 


CONTENTS 


Peoples-Pittsburgh Announces Profit-Sharing Plan 
National City “On the Alert” 


SURVEY 
Do You Know Your A B C’s 
Labor Developments a Guaranty Survey 
F. D. I. C. and Branch Banking..... ....Wall Street Journal 
American Banks Abroad as oe .. Journal of Commerce 
Closing the Inflation Gap First National Bank of Boston 


Banks Have Builded Better Than They Realized 
West Virginia Bankers Association 


American Institute for Economic Research 
Cleveland Trust Company 

VIEWS 
Consumer Credit and the War Seibel a ..John Burgess 
Advantages of Common Trust Funds E. A. Stuebner 
Private Property Rights Essential to Democracy Paul F. Cadman 
Care of Cash and Records in Air Raids E. M. Van Norden 


Taxes Best Defense Against Inflation Henry H. Heimann 


ADVERTISING AND PUBLIC RELATIONS 


BRIEFS 


Convention Dates 


Tue Bankers Dicest Is a Regular Monthly Section of 


THE BANKERS MAGAZINE 





Pensions and Overtime 


ONTRIBUTIONS by an employer 

to pension, annuity and similar 

plans for the benefit of his em- 
ployees need not affect the employee’s 
regular rate of pay on which overtime 
is computed. Thomas W. Holland, Ad- 
ministrator of the Wage and Hour Di- 
vision, U. S. Department of Labor, has 
issued the following statement in re- 
sponse to numerous inquiries: 

“It is common business practice for 
employers to provide benefits for their 
employees in the form of retirement, 
pension or other old age benefit plans, 
sickness or accident disability plans, 
medical assistance plans and death ben- 
efit plans. These plans may be oper- 
ated through insurance companies or 
through independent trust funds. The 
insurance premiums are paid or the 
funds maintained, as the case may be, 
by joint contributions of the employer 
and the employees. The question has 
been raised as to whether an employer's 
contributions to such plans or systems 
must be included in computations of 
regular rate of pay for purposes of over- 
time under the Fair Labor Standards 
Act. 

“It is our opinion that provided cer- 
tain conditions are met, the amount of 
any payment by an employer on behalf 
of his employees generally or for a 
class or classes of his employees on ac- 
count of the following types of plans 
need not be reflected in regular rate of 
pay computations: 

1. Retirement, annuity, or pension 
plans. 

2. Sickness or 
plans. 

3. Medical and hospitalization plans. 

4. Death benefit plans. 

“The conditions which must be met 
are: (1) The employee must not have 
the option to reczive instead of the ben- 
efits under the plan any part of the 


accident disability 


contributions of the employer and (2) 
the employee must not have the right 
to assign the benefits or to receive a 
cash consideration in lieu of the bene. 
fits either upon termination of the plan 
or his withdrawal from it voluntarily 
or through severance of employment 
with the particular employer. 

“It is our view that since the benefits 
under these plans are payable only ata 
time when the employee performs no 
work, the employer’s contributions to 
such plans may be regarded as com. 
pensation for hours not worked. The 
compensation is similar to that paid by 
an employer for absences caused by ill- 
ness, holidays or the like. In such situ- 
ations we have already indicated that 
the compensation for these absences 
need not be reflected in an employer's 
regular rate of pay. Similarly, the 
employer’s contributions to pension 
plans, etc., are likewise compensation 
for hours not worked and hence need 
not be included in regular rate of pay 
computations.” 

It was emphasized by Mr. Holland 
that his opinion was limited strictly to 
cases of contributions by an employer 
to the type of plans mentioned in his 
statement. Such contributions, he 
pointed out, are clearly distinguishable 
from contributions by an employer toa 
savings fund and which contributions 
are turned over to the employee after he 
has remained in service for a fixed pe 
riod of time. In the latter case the con- 
tributions represent simply a bonus and 
may be characterized as a substitute for 
a wage increase. The ultimate payment 
of these funds to the employee in no 
way depends upon the employee's not 
working at the time he receives them. 
All such contributions must normally 
be included in the employee’s regular 
rate of pay for the purpose of determin 
ing the overtime compensation due him. 
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Medieal Service for Employees 


GeorcE O. NGDYNE 


Assistant Vice-President and Personnel Officer, East River 


Savings Bank, 


New York City 


EDICAL service for employees is 

a type of service which until a 

few years ago had not been used 
to any great extent by savings banks. 
However. since its establishment as a 
valuable adjunct of an employee wel- 
fare program, it has become increas- 
ingly popular. Today, several of the 
larger savings banks in New York are 
providing. or have given some thought 
to providing. medical service for their 
employees which certainly attests to its 
ever-growing popularity.’ 

Since the early part of 1939 the East 
River Savings Bank has had an arrange- 
ment with the Grace Clinic, at 121 Fort 
Greene Place in Brooklyn, whereby 
medical examinations are provided for 
new employees, employees seeking 
leaves of absence, and employees whose 
state of health or general physical con- 
dition makes such examinations desir- 
able. 

Our Program 


Preémployment medical examinations 
as a condition precedent for employment 
are required for all prospective em- 
ployees. New applicants for positions, 
when otherwise acceptable, are tenta- 
tively approved by the personnel officer 
and sent to the clinic, where they are 
given a physic al examination which is 
complete in every detail and includes 
laboratory analyses considered neces- 
sary for the best interests of the bank 
and the employees. Consultations are 
held wherever deemed necessary to in- 
sure the complete restoration of good 
health or for purposes of conveying 
helpful advice. On the basis of the 
findings a health rating is prepared and 
forwarded to the personnel officer in the 
form of a grade. These grades may be 
classified briefly as follows: 


A. Physically acceptable for employ- 
ment. 
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B. Physically acceptable if certain 
health building treatment is followed as 
suggested. Applicant employed and 
given proper advice in order that his 
health may be restored to normal. 

C. Physical acceptability for employ- 
ment doubtful. Bank assumes risk by 
employing individuals with such a 
rating. 

D. Indicates physical unfitness for 
employment. 

Our standards, self-imposed and ad- 
mittedly high, preclude the acceptance 
of individuals for employment until 
they have been examined and given a 
clean bill of health. Such a policy af- 
fords protection not only to prospective 
employees but also protects their pro- 
spective co-workers from any possible 
exposure to communicable disease. 

Employees returning to active duty 
after protracted illnesses requiring 
lengthy convalescence periods are sent 
to the clinic in order that the bank may 
be assured of their complete recovery 
and consequent fitness for work. 

Wherever an employee is absent more 
than is normally expected, or where the 
quality of his work fails te measure up 
to preconceived standards and there is 
some reason to believe that a neglected 
health condition is the underlying cause, 
arrangement is made for him to un-‘ergo 


The East River Savings Bank 
believes that an employe must be 
free of health worries in order 
to do a good job. In this article, 
reprinted from the Bulletin of 
the Savings Bank Association of 
the State of New York, the 
bank’s personnel officer tells 
how this problem has been 
solved. 





an examination. In many instances this 
has proved the first step on the road to 
recovery and regained efficiency. 

Any sick leave of absence is granted 
with the employee’s welfare uppermost 
in mind, but to a great extent is based 
on the recommendations made by the 
clinic after examination and consulta- 
tion with the employee’s physician. 

The clinic, of course, merely suggests 
and does not prescribe medicine or 
treatment unless engaged by the em- 
ployees themselves subsequent to the 
original examination. This relieves the 
bank of probable liability and also 
makes it possible for the employees to 
select physicians of their own choosing. 
It is the avowed purpose of our medical 
program merely to bring subnormal 
health problems out into the open and 
to render proper advice for their com- 
plete and final solution. The employees 
must take the reins from that point. 


The Clinic 
We first heard of the Grace Clinic 


through one of the larger savings banks 
in the city. Experience reports received 
from this bank were extremely favor- 


able, so we decided to engaged the clinic 


on a trial basis. Subsequent events 
have proved the wisdom of our choice 
and the medical program thus evolved 
is now a permanent phase of the bank’s 
employee welfare program. 

Dr. Edwin J. Grace and his associates 
were selected because of their excellent 
background, which includes training at 
the famous Mayo Clinic in Rochester, 
Minnesota, and also because of the di- 
versified facilities they can offer to their 
clients. The concepts and aims of the 
Grace Clinic are all closely patterned 
after the philosophies of the Mayo Clinic 
and as a result the former enjoys an 
equally enviable reputation. 

The clinic itself is as modernly 
equipped as the most up-to-date hos- 
pital and offers a staff of qualified and 
experienced doctors specializing in al- 
most all branches of medicine and sur- 
gery. It also has trained nurses, tech- 
nicians, technical equipment, and the 
latest record-keeping devices for the 
purpose of compiling and maintaining 


THE 


case histories and other important med. 
ical records. 


Subsidiary Services Rendered by the 
Clinic 

An important phase of the clinic’s 
work has been the blood typing of all 
new employees who report for medical 
examination. In view of the present 
emergency, such facilities for blood 
transfusion may prove of extreme value 
as a contribution to the welfare of the 
employees, their families, and the com. 
munity at large. Only recently a mem. 
ber of the bank’s staff availed himself 
of the records of the clinic, and there 
is every reason to believe that the 
prompt manner and ease in which the 
transfusion was carried out resulted in 
the saving of a life. 

In addition to conducting examina. 
tions, the clinic is called upon very often 
to act in an advisory capacity and also 
to collaborate with physicians of our 
employees particularly at times when 
leaves of absence are requested. This 
avoids duplication, results in a saving 
of money to the employees. and gives 
other physicians the full benefit of the 
Grace Clinic studies. 

By maintaining close contact with the 
clinic at all times we are able to keep 
ourselves informed on all facts which 
will tend to increase the general state 
of health of the members of our staff. 

The clinic has, in addition, given the 
bank valuable advice in connection with 
the selection of adequate equipment for 
our internal First Aid and Civil De 
fense programs. At the present time, 
Dr. Grace is conducting a series of eve- 
ning lectures on first-aid methods and 
practices for the staff of the bank. 

Finally, we are also provided from 
time to time with opinions as to the de 
sirability of adopting and following 
certain procedures which would neces 
sarily involve the health and well-being 
of our employees. 


Medical Service Without a Medical 
Department 


Employees have the desire to contra 
their own physical well-being and to # 
lect their own physician. Consequentiy, 
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the inclusion of medical service as part 
of a bank’s welfare program should be 
approached with considerable caution. 
We feel that we have discovered the 
ideal arrangement. Rather than estab- 
lish a salaried medical staff within the 
institution, we have provided the means 
for cooperation between the bank and a 
group of independent physicians in pri- 
vate practice. By doing that, we have 
eliminated any possibility of bias or in- 
fluence by opinions of others, and at the 
same time have preserved the employee's 
feeling of privacy. 

It is important to note that under our 
type of medical program the only writ- 
ten records in the possession of the bank 
are the rating grades. All medical files 
containing complete records and diag- 
noses are retained by the Grace Clinic 
and are of a highly confidential nature. 
The sacredness of those records is 
stressed at all times. This is very im- 
portant. As a result, no detailed writ- 
ten records are available to employees 
who might have access to the files as 
would be the case if the medical staff 
was part of the bank staff. 

Furthermore, any special features of 
the physical condition which affect em- 
ployment, the performance of assigned 
duties, and association with other em- 
ployees, are discussed only with the per- 
sonnel officer in private and are always 
held in the strictest confidence, thus 
preserving the employees’ sense of 
dignity. 


Advantages of a Medical Program 


The advantages accruing from a med- 
ical program are manifold. Such a 
program keeps the productive efficiency 
and capacity of the employees at a high 
level. It enables the bank to detect and 
correct obesity, malnutrition, anemia, 
and other conditions affecting its em- 
ployees which could conceivably become 
very serious in later years. It provides 
an uplift in employee morale, acts as 
a preventive medicine, and forestalls 
future personnel problems traceable to 
physical ills by removing the latter. It 
reduces the number of employee ab- 
sences and the number and length of 
sick leaves. It tends to eliminate lost 
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time and impaired concentration, 
factors which are very expensive to 
banks. It recognizes the importance of 
personnel problems attributable to 
physical or psychological disorders and 
reduces them to a minimum, very often 
with relative ease. Finally, a medical 
program can prove of immeasurable 
value in helping employees to achieve 
happiness in their work. 

Since the inception of our medical 
program, many employees have been 
made aware of existing ailments which 
were unknown to them, would other- 
wise probably have remained unde- 
tected, and might have resulted in seri- 
ous consequences. They were success- 
fully treated and their health is now 
normal—thanks to the bank’s interest 
in their physical condition. 

It might also be added that the em- 
ployees are fully aware of the advan- 
tages of a medical program since many 
of them have made a particular effort 
to indicate their appreciation of the 
bank’s policy in this respect. 


two 


Conclusion—Need for Medical Service 


Management has come to realize that 
it must know and understand the prob- 
lems of its employees. Only by main- 
taining good relations between employer 
and employee can the latter be expected 
to utilize and develop his abilities to the 
greatest extent. An employee must be 
free of health worries in order to do a 
good job. The bank which does not 
believe that the welfare and individual 
development of employees is an end in 
itself and the means of insuring future 
progress has overlooked a fundamental 
fact. 

An employee welfare policy. in addi- 
tion to stimulating happiness, contrib- 
uting to economic security, and provid- 
ing immediate relief from distress of a 
personal nature, should promote and 
safeguard health. This factor alone jus- 
tifies the cost of a medical program. 
The cost can be regarded as a financial 
investment in human assets which brings 
worthwhile dividends and increases the 
productive or achievement value of 
those assets to the mutual advantage of 
both the employer and the employee. 
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Should Bank Examiners Be 
Drafted? 


ANK examiners should take their 

chances in the draft. They should 

not be granted special exemption 
despite their long years of special 
training. This is not the time to grant 
favors, say an overwhelming number of 
bankers of America in a poll of opinion 
on the perplexing subject of exemption 
for these men who play such a large 
part in the supervision of American 
banks. 

In a nation-wide opinion poll con- 
ducted by Washington Banktrends, 
bankers of all groups revealed unmis- 
takably that, while they recognized the 
importance of skilled examiners, they 
were not in favor of any special exemp- 
tions for any class of citizens. This 


contrasts sharply with press reports that 
Hollywood actors and labor leaders may 
be given special exemption from mili- 


tary or labor drafts. 

The Washington Banktrends’ Opin- 
ion Poll first pointed out that State 
and Federal supervisory authorities 
were faced with a difficult problem. En- 
acted laws require rigid bank examina- 
tion, while lengthy detailed training is 
necessary to produce an efficient exam- 


Should bank examiners, State 
and Federal, be given exemp- 
tion from the military and labor 
drafts? 

This question was put to 
representative bankers through- 
out the country by ‘‘Washing- 
ton Banktrends’’ and 65 per 
cent of those who replied stated 
that bank examiners should take 
their chances along with others 
subject to the draft. 

Exemption was favored by 26 
per cent and 7 per cent thought 
the matter was ‘‘unimportant.”’ 


iner. It was also pointed out that not 
only are bankers themselves involved, 
since inefficient examination creates 
many difficulties for the banker, but de- 
positors are also concerned. The safety 
and security of bank accounts are, pre- 
sumably, safeguarded first through 
technical examination of chartered 
financial institutions. 

The Poll pointed out that “Federal 
supervisory agencies are reluctant to 
ask for exemption of bank examiners, 
although keenly aware of the problems 
involved if a large number are called to 
other types of service.” It was noted 
that Federal officials must consider the 
“possibility of depleting the carefully 
trained personnel,” and “that any con- 
siderable percentage drawn from the 
bank examining staffs would lower the 
efficiency of the supervisory agencies.” 

With this statement before them, rep- 
resentative bankers in all states of 
the Union, in large cities and small 
towns, State or nationally chartered, 
unhesitatingly answered the following 
question: 

“Should bank examiners, State and 
Federal, be given exemption from the 
military and labor drafts?” 

Replies showed that 65 per cent of 
these representative bankers favored 
“having bank examiners take their 
chances along with others subject to 
the draft.” 

However, a not inconsiderable num- 
ber of bankers (26 per cent) said they 
favored having bank examiners ex 
empted. Seven per cent replied that 
the whole matter of bank examiner ex 
emption appeared unimportant. 

Among the 65 per cent who favored 
having examiners take their chances in 
the draft were the following observa 
tions: 


“This is not a time for favoritism.” 
“No reason why they should be ex 
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CANCER}, 
CAN BE 
CURED! 


This is the welcome message your 
dollar will bring to thousands of 


cancer sufferers in 1942. Help us 


carry on the fight. 
Enlist in your local field army now. 


Buy package labels today. 

If you live in the Metropolitan Area, 
address the New York City Cancer 
Committee, 130 East 66th Street. 


AMERICAN SOCIETY FOR 
THE CONTROL OF CANCER 


New York, New York 


empted; draft boards are not exempt- 
ing bank officers.” 

“Supervisory departments can use 
older and probably more competent 
men.” 

“I am very, very much in favor of 
seeing all civil service employees made 
subject to the draft.” 

The 26 per cent that favored exemp- 
tion generally sought to explain their 
stand. Comments included the follow- 
ing: 
“I think it is highly important that 
this national economy be kept strong, 
and as a part of this, bank supervision 
by examiners should not be relaxed dur- 
ing the troublesome days that lie ahead.” 

“Exemption is essential to mainte- 
nance of the home front.” 


“This is no time to change or disrupt 
the examining force.” 

“New and inexperienced examiners 
will not be equipped by training and 
experience to counteract unfavorable 
post-war problems.” 

Among the 7 per cent who said the 
matter of exemption seemed unimpor- 
tant, suggestions were made that the 
supervisory authorities could find other 
men to fill the shoes of those likely to 
be called. 

This poll of banker opinion was con- 
cluded just prior to the announcement 
that selective service officials contem- 
plated exemptions for labor leaders and 
motion picture actors. Apparently 
bankers, as some commented at the time 
of the polling, believed that the “selec- 
tive service act prohibits class exemp- 
tion.” It is possible that some who 
voted “no exemption” may have shifted 
their viewpoint in the light of distinc- 
tions in favor of motion picture em- 
ployees and labor leaders? 


HOW TO OBTAIN 
BANK COSTS 


By E. S. Woolley 


at last book which 
enable you to analyze your bank by 


Here is a will 
a method which jis both simple and 
complete. Here is described in mi- 


nute detail and with a wealth of 
illustrations a simple method of ob- 
taining bank costs and for installing 
a system of bank accounting as an 
aid to effective management. 

That this book covers its field and 
fills a long-felt want is demonstrated 
hy the foreword by Carl K. Withers, 
of Banking 


and Insurance of the State of New 


Former Commissioner 


Jersey. 
$5.00 


BANKERS PUBLISHING CO. 
465 Main St., Cambridge, Mass. 
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Peoples-Pittsburgh Announces 
Profit-Sharing Plan 


LL employees of the Peoples-Pitts- 
burgh Trust Company, Pittsburgh, 
Pa., particularly those in the lower 

income brackets, are to share in the 
bank’s profits beginning with 1942, it 
was announced recently at a meeting 
when L. H. Gethoefer, chairman, and 
Gwilym A. Price, president, made their 
annual report to employees concerning 
the bank’s business activities in 1941. 
This is believed to be the first of such 
plans adopted by any bank in the 
United States. 

The initial distribution for January 
will represent an 11 per cent increase 
in the individual salaries of all em- 
ployees receiving $250 or less a month, 
it was announced. Employees receiv- 
ing higher salaries do not share in the 
plan until after the lower salaried per- 
sonnel are receiving 12 per cent, after 


which those of larger incomes receive 


The plan provides that 40 
per cent of earnings between 
$600,000 and $800,000 a year 
will be distributed to employes 
whose salaries are $250 a month 
or less. If, ior example, earn- 
ings reach $800,000 a year these 
employes will receive a total of 
12 per cent addition to salary. 
When earnings reach $900,000, 
employes in the lower salary 
brackets will receive 14 per cent 
increase. Employes and offi- 
cers receiving more than $250 
monthly do not participate in 
the plan until after earnings 
have passed $800,000. They will 
receive 2 per cent increases if 
earnings reach $900,000; larger 
percentage as earnings mount 
further. 


a small addition to their compensation, 

Mr. Price stated that satisfactory 
gains had been made toward all of the 
specific objectives set for the bank in 
1941. He reported that deposits on 
December 31, 1941, totaled $125,238, 
861.34, the largest for any reporting 
date in the history of the bank. The 
amount was a 13.2 per cent increase 
over a year ago and 2'% times as much 
as the gain realized in 1940. 

Loans of all classes increased 22 per 
cent, with about one-fourth of the bank’s 
resources loaned to corporate and indi- 
vidual customers. Loans made in 194] 
totaled 21% times as much as in 1936, 

Greatest proportionate gain among 
the various types of loans was in per- 
sonal and modernization loans, which 
increased 9614 per cent. Losses on 
these loans amounted to but 1/10 of 1 
per cent of dollar value. 

The situation with respect to the 
bank’s holdings has been improved, Mr. 
Price said, through the conversion of 
long term holdings to short and medium 
term maturities, to make funds more 
liquid and enable the bank to take ad- 
vantage of possible increase in interest 
rates. 

Real estate holdings have been ma- 
terially decreased, and those remaining 
have been reduced in valuation on the 
company’s books and provisions made 
for amortization or depreciation. Sales 
of real estate increased 14 per cent in 
number and 21 per cent in dollar vol- 
ume in 1941 over 1940. 

Personal and corporate trust funds 
showed gains which exceeded quotas set 
for the year. There also was an in- 
crease in life insurance trust funds, for 
the first time in several years. 

Correspondent banks have increased 
more than 40 per cent in number and 
the total of deposits has risen even more 
during the past year, stated Mr. Price. 
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The company’s Common Trust Fund, 
which makes wide investment diversi- 
fication available to persons of moderate 
means, realized a return of 3.6] per 
cent for 1941. 

Net operating earnings, not including 
profits on the sale of securities, 
amounted to $857,515.79, equal to $2.86 
per share of outstanding stock. The 
difference between these earnings and 
$1,059,397.72 earned in 1940 was stated 
to be almost entirely due to a large 
trust fee received in 1940 to cover serv- 
ices for a ten-year period. Another 
factor in restricting earnings was the 
shift to shorter maturities in the com- 
pany’s investment portfolio. 

A job evaluation program for bank 
employees, which includes no salary re- 
ductions, but rates each particular type 
of work with a maximum and a mini- 
mum salary, is now fully established and 
in operation, said Mr. Price. Salary ad- 
vances will come with promotions to 
greater responsibilities. 

A proposed amendment in the em- 
ployee pension plan instituted in 1941, 
to which both employees and company 
contribute, will provide that after an 
employee has been in the service of the 
company for ten years or more he or his 
beneficiary will receive, upon death or 
withdrawal before reaching retirement 
age, or upon death after reaching retire- 
ment age, the balance of his contribu- 
tions with interest and an equal amount 
from the company. 

In a detailed explanation of the profit- 
sharing plan, Mr. Price stated that it 
has been adopted in recognition of the 
fact that the institution is largely what 
the employees make it. He explained 
that the additions from profits to sala- 
ries of employees will be made monthly 
and will be based upon bank earnings 
for the previous three months. He em- 
phasized that the lower salaried person- 
nel get a prior and preferred share in 
earnings, a feature almost unique in 
such programs. The plan provides that 
40 per cent of earnings between $600,- 


000 and $800,000 a year will be dis- 


tributed to employees whose salaries 
are $250 a month or less. If, for ex- 
ample, earnings reach $800,000 a year, 
these employees will receive a total of 
12 per cent addition to salary. When 
earnings reach $900,000, employees in 
the lower salary brackets will receive 
14 per cent increase. Employees and 
officers receiving more than $250 
monthly do not participate in the plan 
until after earnings have passed $800.- 
000. They will receive 2 per cent in- 
creases if earnings reach $900,000; 
larger percentage as earnings mount 
further. 

Mr. Price reaffirmed the company’s 
policy of protecting the jobs of those 
who have gone into military service and 
the payment of two months’ additional 
pay to those who have been with the 
bank a year or more. 

In addition to other new business ac- 
tivities which will be continued, Mr. 
Price stated that emphasis will be placed 
in 1942 on the company’s new income 
tax payment plan which permits tax- 
payers to meet their payments to the 
Government and provide the money over 
a 12-month period from their current 
monthly income. He stated that added 
stimulus will be given also to increas- 
ing the number of special checking ac- 
counts, which increased about 50 per 
cent in 1941. 

Printed copies of the Report to Em- 
ployees and a folder giving details of 
the Profit-Sharing Plan are available 
to interested banks on request, Mr. 
Price stated. 


® 


“WHENEVER we introduce our next 
new models, you will see many changes. 
You will see the use of plastics in- 
creased. You will see aluminum fight- 
ing it out with steel for position. You 
will see increased use of rubber, both 
natural and synthetic. Synthetic mate- 
rials will be in more general use.”— 
C. L. McCuen, Vice-President of Gen- 


eral Motors. 
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National City “On the Alert”’’ 


How the National City Bank of New 
York is organized to protect its records 
and its staff is graphically described in the 
following account which is taken from 
“Number 8,” the bank’s monthly employee 
house organ: 


ODAY, when we finished a two- 

hour circuit of National City’s 

Head Office buildings, in what was 
really a reporter’s inspection of all that 
has been accomplished in the way of air 
raid protection for the staff in one 
month’s arduous work by the organiza- 
tion’s Alert Committee, we thought of 
Donald Nelson’s line about “Too much, 
too soon, rather than too little, too late.” 
Or, to put it in the words of a Com- 
mittee member, “We hope all this emer- 
gency equipment, control and squad set- 
up will never be needed, but no stone 
has been left unturned to accomplish 
the Management’s desire that every 
available safeguard be thrown around 
our employees in the event of air raids 
and we would rather overemphasize the 
danger than be guilty of underestimat- 
ing it and be caught in the slightest 
manner urprepared.” 

The result of that intention has been, 
in the opinion of this observer, the es- 
tablishment of as foolproof a system of 
emergency measures, with necessary me- 
chanical equipment, as would insure 
maximum safety for the staff, in so far 
as advance preparations can be made, 
short of the first raid itself, which, of 
course, is the acid test of any planning. 
However, National City is not waiting 
for the initial blow by the enemy to 
point necessary steps, and in arranging 
details, the Committee has been guided 
by at least one veteran of foreign air 
raids, who cautioned that certain de- 
partmental shiftings and other protec- 
tive measures might well be made with- 
out waiting for costly experience to 
show the way. And so, wisely, they 
were made. 

When the Alert Committee got going, 
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about eight weeks ago, the first tangible 
knowledge that the average employee 
had of its activities was the issuance of 
a mimeographed set of emergency in. 
structions to all occupants of the 55 
Wall Street and 20 Exchange Place 
buildings, giving removal or evacuation 
routine for all departments. The Put 
Away Squads will be responsible for all 
cash, securities, books of record, ete, 
Briefly, those employees on the 6th, 7th, 
8th, 9th and 10th floors of 55 Wall 
Street proceed to 20 Exchange Place 
Building over the 8th floor bridge, while 
those on other floors file over to the 52 
Wall Street Building via the Wall Street 
exits. 


20 Exchange Place a Haven 


Because of the location of the vault 
at 55 Wall Street, which extends down 
one floor from the Main Banking Floor, 
and is directly under the glass dome, the 
Loan and Bond Departments are moved 
to the Ground Floor at 20 Exchange 
Place, where all vaults are several sto- 
ries beneath the ground. 

The authorities deemed 20 Exchange 
Place structure as offering more safety 
than 55 Wall Street and thus the in 
structions for removal of personnel to 
the 20 Exchange Place Building. In 
general, City Bank Farmers’ employees 
remain in their respective positions, as 
do those bank employees on floors “D” 
and “G” and 8. On floors 9th to 13th, 
inclusive, there are specific instructions 
to move upstairs from one to two floors. 

Upon receipt of the air raid alarm 
signal, Wardens will at once proceed 
to their stations and Special Patrolmen 
will follow written instructions. The 
Protective Group, who have been in 
training for some time to replace Spe 
cial Patrolmen in the event of an emer- 
gency, should some of the latter be 
called away, are drawn largely from 
the Bank’s armed guards. This entire 
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group of men comprise a unit well 
trained in marksmanship, crowd psy- 
chology, and observation of subversive 
activities. 

The “Put Away” squads, upon hear- 
ing alarm signal, place all cash, secu- 
rities and other valuables, and any other 
material previously designated by su- 
pervising officers in the assigned vaults, 
after which members proceed at once to 
nearest Safety Zone. 

You have probably noted throughout 
the Head Office buildings air raid di- 
rectional signs, white on black so that 
they can be seen in the dark, and which 
have been strategically placed so that 
employees have no excuse for not find- 
ing shelter at once. 


Each Branch Has Its Plan 


Our branches, located in the five Bor- 
oughs of Greater New York, have or- 
ganized their programs for Air Raid 
protection following the principle that 
each branch should be a completely 
separate and independent unit as to pro- 
tection of personnel, assets and records 
of the bank. Each branch manager has 
established a program that best meets 
the needs of his own situation. The 
program of the individual branch has 
been carefully checked by the branch 
administration. 

Just dropping by at one branch the 
other day, we saw pails of sand, shov- 
els, candles, flashlights, and a bucket 
of drinking water kept fresh for the 
use of the staff in the event of failure 
of regular water supply. 

Although not yet definitely confirmed, 
it is expected that the Alert Committee 
will hold a drill shortly for the staff at 
Head Office. 

Altogether there are 300 Wardens in 
Head Office organization, which in- 
cludes 150 alternate Wardens for floors, 
stairs and Safety Zones. Each Warden 
has been very carefully instructed in 
his duties. Briefly, the Floor Wardens 
are responsible for the areas assigned 
to them; must open windows and doors 
to exits, and see that occupants are di- 
rected to stairway entrances. Stair 
Wardens are responsible for safe con- 
duct of employees and are cautioned 


to keep them in single file and to the 
right. Safety Zone Wardens must fa- 
miliarize themselves with the areas as- 
signed to them and know the location 
of rest rooms, fire alarms, fire hoses and 
extinguishers. 

If anyone has any doubt as to the 
adequacy of preparations he should 
have been with this reporter when it 
came to inspecting the three emergency 
fire fighting stations. There is one in 
20 Exchange Place, one in 52 Wall 
Street, and we had a good look at the 
station on the 4th floor of 55 Wall. 
There, behind a grilled enclosure, we 
noted first a mobile rubber-tired truck 
containing fire extinguishers, spray noz- 
zles for fighting incendiaries, special 
goggles for eye protection, pickaxes, 
hammers, hatchets, long-handled shov- 
els, lanterns, and sand. That is only 
a partial list of the equipment, with ad- 
ditional items stored in the enclosure 
for emergency use. 

Additionally, three first-aid stations 
have been set up in two buildings for 
care of employees either injured or 
taken ill. First-aid stations are located 
on the 2nd and 3rd floors at 52 Wall, 
and in the Medical Department at 20 
Exchange Place. 

Meetings and drills will soon be called 
for all Ciy Bank Wardens, and it is of 
interest to note that 150 National City 
men -and women are studying a Red 
Cross first-aid course. The organiza- 
tion has purchased a large supply of 
emergency kits for these first-aid oper- 
atives. Wardens and first-aiders will 
be provided with special arm bands 
signifying assignments. 

All in all, National City is out to 
organize its air raid protection as care- 
fully as it does everything concerning 
the welfare of its employees. We reiter- 
ate that it would be a blessing if none 
of the careful precautions were ever 
needed, but NCB will not be caught un- 
prepared, is taking “first steps first,” 
and not waiting for the first raid to in- 
dicate the way. And so, while remem- 
bering Pearl Harbor, we must remember 
to be calm, to obey the Wardens, and 
to follow the instructions which the 
Alert Committee has formulated. 


THE BANKERS MAGAZINE for March, 1942 





Condensations from Magazines, Reviews, 
Reports, Bulletins, Radio Discussions, 


Advisory Services, Newspapers, etc. 


DO YOU KNOW YOUR A B C’s? 


IKE the time tables, the Govern- 
ment alphabetical agencies are 
“subject to change without notice.” 
but here’s a recent list for ready refer- 
ence: 
AAA—Agricultural Adjustment Ad- 
ministration. 
BAE—Bureau of Agricultural Eco- 
nomics, 
BLS—Bureau of Labor Statistics. 
CAA—Civil Aeronautics Administra- 
tion. 
CAB—Civil Aeronautics Board. 
CCC—Civilian Conservation Corps. 
DAR—Defense Air Reports. 
DHC—Defense Homes Corporation. 
DPC—Defense Plant Corporation. 
DSC—Defense Supplies Corporation. 
EDB—Economic Defense Board. 
EHFA—Electric Home and Farm 
Authority. 
FBI—Federal Bureau of Investiga- 
tion. 
FCA—Farm Credit Administration. 
FCC—Federal Communications Com- 
mission. 
FCIC—Federal Crop Insurance Cor- 
poration. 
FDA—Food and Drug Administra- 
tion. 
FDIC—Federal 
Corporation. 
FHA—Federal Housing Administra- 
tion. 
FHLBB—Federal Home Loan Bank 
Board. 
FLA—Federal Loan Agency. 


Deposit Insurance 
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FPC—Federal Power Commission. 

FSA—Farm Security Administration 
or Federal Security Agency. 

FTC—Federal Trade Commission. 

FWA—Federal Works Agency. 

GAO—General Accounting Office. 

GPO—Government Printing Office. 

HOLC—Home Owners Loan Corpo: 
ration. 

1CC—Interstate Commerce 
sion. 

MRC—Metals Reserve Company. 

NACA—National Advisory Commit- 
tee for Aeronautics. 

NDAC—National Defense Advisory 
Commission. 

NLRB—National 
Board. 

NRPB—National Resources Planning 
Board. 

NWLB—National War Labor Board. 

NYA—National Youth Administra- 
tion. 

OCD—Office of Civilian Defense. 

OEC—Office of Export Control. 

OEM—Office for Emergency Manage- 
ment. 

OFF—Office of Facts and Figures. 

OGR—Office of Government Reports. 

OPA—Office of Price Administration. 

OPM—Office of Production Manage- 
ment. 

OSRD—Office of Scientific Research 
and Development. 

PBA—Public Building Administra- 
tion. 


PRA—Public Roads Administration. 


Commis- 


Labor Relations 
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PWA—Public Works Administration. 

REA—Rural Electrification Adminis- 
tration. 

RFC—Reconstruction Finance Corpo- 
ration. 

RRB—Railroad Retirement Board. 

RRC—Rubber Reserve Company. 

SCS—Soil Conservation Service. 

SEC—Securities and Exchange Com- 
mission. 

SMA—Surplus Marketing Adminis- 
tration. 

SSB—Social Security Board. 

SSS—Selective Service System. 


TVA—tTennessee Valley Authority. 
USCG—United States Coast Guard. 
USDA—United States Department of 
Agriculture. 
USES—United 
Service. 
USHA—United 
thority. 
USIS—United 
Service. 
USMC—United States Marine Corps. 
WPA—Works Projects Administra- 
tion. 


WPB—War Production Board. 


States Employment 


States Housing Au- 


States Information 


LABOR DEVELOPMENTS 


Giuaranty Survey, Guaranty 


HE new War Labor Board has been 
only partly successful in prevent- 
ing interruptions of industrial out- 
put due to strikes. During the first 
week of February, eight significant 
strikes involving 4,500 workers were 
reported in progress, as against three 
strikes involving 800 workers a week 
earlier. In addition, the board has had 
before it a number of controversies that 
have not reached the strike stage, in- 
cluding two of nation-wide significance. 
For the first time the board took juris- 
diction of a dispute on its own motion 
during the first week of February when 
the conversion of the automobile indus- 
try to war production on a_ seven- 
day-week basis encountered difficulty 
through the failure of management and 
labor to agree on a union demand for 
double pay for Sunday work. Both 
parties to the dispute expressed their 
willingness to submit the case to the 
board for final determination and to 
continue production in the meantime. 
The other major dispute was certified 
to the board when negotiations between 
labor leaders and two steel companies 
broke down over the union’s demands 
for a wage increase and union security. 
Negotiations in this case had been under 
way since last September. About 140,,- 
000 workers in twenty plants are in- 
volved. 
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Labor unions and shipyard owners 
on the Pacific coast have reached an 
agreement designed to permit operations 
twenty-four hours a day and seven days 
a week. In order to make possible this 
full use of production facilities, the 
union members have agreed to forego 
double-time pay for Sunday work. The 
plan provides for six-day staggered 
shifts with time-and-a-half pay for the 
sixth day. Double time will be paid 
only to employees who work a seventh 
day, whether Sunday or any other day. 
Steps are being taken to secure adop- 
tion of the same terms for the Atlantic, 
Gulf and Great Lakes zones. “This 
agreement for full-time all-out construc- 
tion of both combat and cargo vessels,” 
according to Sidney Hillman, Labor Di- 
rector of the War Production Board, 
“reflects the enthusiastic response of 
both labor and management in the West 
Coast shipbuilding industry to Presi- 
dent Roosevelt’s request for 18,000,000 
tons of new shipping in the next two 
years.” 

Rapid reinforcement of the nation- 
wide industrial training program has 
been announced by Mr. Hillman. Nearly 
21,000 men in 938 plants with 1,500,000 
employes have already been trained to 
instruct war workers, and the latest re- 
ports show that 125,000 more are sched- 
uled to receive such training. The 
goal is to develop 200,000 supervisors 
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in factories from coast to coast by the 
middle of this year. 

Another recent statement by Mr. Hill- 
man contains the prediction that more 
than a million American women will be 
needed to work on the production of 
war materials. “Women can do almost 
anything in war-time production,” ac- 
cording to Mr. Hillman. Here, as well 
as in England, women are already em- 


ployed in airpl. plants, ammunition 
plants, and ordnance, fuse and powder 
plants. Less than one-quarter of the 
women 14 years of age and over were 
listed in the census of 1940 as belong. 
ing to the labor force. More than l, 
265,000 of these reported themselves 
as in search of employment, and 95], 
000 indicated that they were experi- 
enced workers. 


F. D. I. C. AND BRANCH BANKING 


Wall 


N official frown has been cast on 
the growth of branch banking. 
The Federal Deposit Insurance 
Corporation, in its report to insured 
banks on December 31 condition, 
brought up the subject which has been 
an unsettled issue in Washington for 
years. 

There was no lengthy harangue about 
branch banking. But the brief mention 
was the “clincher,” or final paragraph 
of the report, signed by F. D. I. C. 
Chairman Leo T. Crowley. 

“Sixty-six mew branch offices of 
banks were authorized during the year. 
In the case of established towns and 
cities that need banking facilities, the 
corporation believes the need should be 
met wherever possible by a new unit 
bank, rather than by a branch office,” 
the F. D. I. C. report said. 


Street 


Journa! 


Whether the insuring agency's refer- 
ence to branch banking portends a re- 
newed effort to get restrictive legislation 
through Congress remains to be seen. 
A bill has been introduced in Congress 
for the past several sessions by Sen- 
ator Glass (Dem., Va.), veteran men- 
ber of the Senate Banking and Cur- 
rency Committee, which would outlaw 
any further expansion of branch bank- 
ing systems. 

As the F. D. I. C. report is made on 
behalf of the Board of Directors, it 
simultaneously reveals the position of 
the Comptroller of the Currency, since 
he is a director of the bank insurance 
agency. In the past, the comptroller’s 
office and the F. D. I. C. have stood 
together on the issue, while the Fed- 
eral Reserve Board has taken the op- 
posite stand. 


AMERICAN BANKS ABROAD 


Journal of Commerce, New York 


HE war has compelled American 
banks to close down branches they 
have maintained in the Far East 


for a number of years. Previously, 
overseas branches operated by Ameri- 
can banks in Europe had been closed 
by the spread of hostilities and the ex- 
istence of conditions unfavorable to 
their operation. Even in Spain, which 
remains neutral, several branches of 
American banks have been liquidated 
or sold. 
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American banks maintain branches 
and affiliates today only in Great Brit- 
ain and in Latin America. Whereas, 
during the first World War, American 
banks expanded their facilities abroad 
on a large scale, the reverse trend is 
now apparent. 

The future of American banking 
abroad will depend upon post-war in- 
ternational economic and financial con- 
ditions. If free foreign exchange mat- 
kets are revived and many of the obsta- 
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cles that strangle f.,,.gn trade are re- 
moved, it is probableshat larger banks 
in this country will again open branches 
and afhliates overseas. On the other 
hand, if foreign exchanges remain un- 
der drastic official control and _ inter- 
national commerce continues to be con- 
ducted largely through governments, 
there will not be much incentive for 
American financial institutions to estab- 
lish new offices abroad. An exception 
must be made for Latin America, of 
course, in view of the very close com- 
mercial ties that will doubtless be main- 
tained among Western Hemisphere 
countries. come what may elsewhere. 
The branches of American banks 


abroad have furnished invaluable out- 
posts of American enterprise and trade. 
They have helped to open up new mar- 
kets, they have facilitated our exports 
and imports, and they have fostered 
capital investment. If world conditions 
after the war are such that goods and 
money can again move readily between 
countries, American banks will doubt- 
less be quick to take advantage of the 
opportunity thus offered them. They 
will again seek to serve American busi- 
ness by maintaining branches and affili- 
ates in other countries. They cannot 


be expected to do so, however, if arti- 
ficial restrictions prevent them from 
conducting such branches on a sound 
and profitable basis. 


CLOSING THE INFLATION GAP 


New England Letter, First National Bank of Boston 


O attain the objective of the war 

program set forth in the Presi- 

dent’s budget message, the produc- 
tion of stupendous quantities of air- 
planes, tanks, guns, ships, and the like 
will require about one half of the na- 
tional income. With a national income 
for the fiscal year 1943 placed at 110 
billion dollars, it is estimated that only 
about 56 billion dollars, on the basis 
of 1941 prices, will be available for 
civilian goods, not including the stocks 
on hand. Allowing for the growth of 
population and an increase in prices, 
the volume of goods that will be allo- 
cated to the use of the public for the 
next fiscal year will be about the same 
as in 1933, the low point of the de- 
pression. After paying for these goods 
the consumers would have 54. billion 
dollars left over. Deducting from this 
the estimated 27 billion dollars of Fed- 
eral taxes would leave 27 billion dollars 
of what may be termed the “inflation 
gap.” In the meantime, however, we 
may assume that because of the forces 
now under way the cost of living will 
have increased by at least 12 per cent, 
or an added cost of 7 billion dollars. 
We have left, then, about 20 billion dol- 
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lars. Our fundamental task is to divert 
from spending channels as large a pro- 
portion as possible of this fund. 

The foregoing is, of course, a very 
rough outline, but will serve the pur- 
pose of illustration. 

The point to be stressed is that be- 
cause of war requirements the amount 
of consumers’ goods is fixed, conse- 
quently the bidding up of prices not 
only increases armament costs but en- 
croaches upon the means of financing 
the war. On the other hand, a com- 
paratively stable price level would not 
only provide the same quantity of goods 
but the consumers would, in addition, 
have surplus funds to place in govern- 
ment bonds, additional taxes, savings. 
the reduction of debt and the like. 

The most effective means of curbing 
inflation is for the Government to siphon 
these funds before they enter spending 
channels. This can be done by the 
periodic collection of a specified per- 
centage of income at the source, with 
the provision that all or part of the 
funds would be invested in defense 
bonds. Such a plan would not only be 
a substantial and convenient means of 
financing the war but would also provide 
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the public with a backlog for the post- 
war transitional period. 

Accompanying this diversion of funds 
into governmental channels, _ there 
should be a virtual freezing of all prices 
including farm products, as well as 
wages. To minimize still further pos- 
sible “leakage” of surplus purchasing 
power, the system of rationing could be 
greatly extended. 


If prices are kept within reasonable 
bounds, it should be possible for the 
public to purchase, out of the surplus 
funds available, anywhere from 12 to 
15 billion dollars’ worth of defense 
bonds. Not only would this provide 
an important and sound means of 
financing our war efforts, but it would 
also greatly facilitate post-war recon- 
struction. 


BANKS HAVE BUILDED BETTER THAN THEY REALIZED 


Bulletin, West Virginia Bankers Association 


CANDID appraisal of the banking 

structure as compared with other 

essential services will reveal the 
fact that banks have had less problems 
of change from their service routine 
and policies since the declaration of 
War than most other lines of public 
service. That the banking system is 
taking up the shocks of readjustment 
in the way they are at this time is a 
tribute to their sound planning and 
foresight in the past. This nation is 
going into debt at an unprecedented rate 


—this in turn is bringing to our banks 
the problems of credit and the solution 
of financial problems to an unprece- 
dented degree, but the banking system 


is taking these in their stride without 
the usual, and we might say, expected 
flurry in financial circles. For the pres- 
ent emergency we can truthfully say 
that bankers have builded better than 
they realized. This does not mean that 
we shall not have some tough and knotty 
problems to solve in the days ahead; 
but the sound foundation laid, and the 
present position of the banking system, 
augurs well for a sound solution for 
anything that may arise in the future. 
The measure of public faith and conf- 
dence now enjoyed by banks from the 
public was an unattainable dream, or 
seemingly so, only a few short years 
ago. 


WILL INFLATION BE CONTROLLED? 


American Institute 


BOUT six weeks before we were 

forced into complete participation 

in the second World War, the Ad- 
ministration announced that it would ask 
Congress to authorize an increase in 
appropriations for armament expendi- 
tures from $60,000.000,000 to $100,- 
000,000,000. At that time we pointed 
out that the enlargement of the spending 
program would not have an immediate 
inflationary effect, because the authori- 
zation for the new expenditures could 
not be translated into actual production 
in the near future. 
: Our full involvement in the war 
makes it necessary to modify this con- 
clusion. Before we were a belligerent, 
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THE 


for Economic Research, Cambridge, Mass. 


the public was reluctant to make the 
sacrifices that a thoroughgoing transi- 
tion to a war economy demands. Now 
the Government has the necessary au- 
thority for such a change. and the proc- 
ess is being carried on as rapidly as 
the organizational and physical adap- 
tations can be effected. Therefore, the 
inflationary progression will be expe- 
dited. This may prove to be an even 
more important factor than subsequent 
enlargement of the spending objectives, 
such as was exemplified by the House 
of Representatives appropriation of an 
additional $32,000,000,000 last week. 
At present the war-spending program 
calls for outlays of about $140,000, 
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000,000, of which only about one- 
seventh has yet been financed (and par- 
tially spent). The reassuring fact that 
the nation is finally making progress in 
its program for producing war materi- 
als at the same time implies the certainty 
that the rate of deficit financing must be 
increased. The better progress that we 
make in waging war, the farther we get 
beyond our program for budgeting war 
expenditures. There is a natural resist- 
ance in Congress to the imposition of 
further tax burdens on the nation; but, 
quite properly, there is no resistance to 
authorizing the greater defense expendi- 
tures that are necessary. 


Treasury officials know that the por- 
tion of the excess of expenditures over 
receipts that cannot be financed through 
savings must and will be financed by 
inflationary means. These may not be 
identical to the ones employed during 
the first World War, when Liberty Bonds 
were monetized through the commercial 
banks, but whatever methods are em- 
ployed, the result will be the same: 
namely, a great increase in purchasing 
media appearing in markets where the 
available supply of goods is shrinking. 
and there can be only one outcome, 
namely, much higher prices. 


MONEY CAN STILL BE USED TO PAY DEBTS 


Business Bulletin, Cleveland Trust Company 


HORTAGES have now become re- 

alities. They will be with us for 

the duration. Until last summer 
most of us had thought of them mainly 
as they related to scarce metals such as 
aluminum and magnesium. Then the 
silk shortage suddenly developed and 
brought on the spectacular mass buy- 
ing of stockings. Since then we have 
experienced shortages of new automo- 
biles, and tires, and sugar, and wool 
yarn, and some sections of the country 
have been threatened with a shortage of 
gasoline. For most citizens the raw 
material shortages have seemed rather 
remote and military, but the new short- 
ages of consumption goods are very real 
and personal. 

Numerous shortages must continue to 
exist until the United Nations have de- 
feated the Axis Powers. Even our great 
supplies can not suffice to meet the de- 
mands, because there can never be any 
real limits to the needs of our armed 
forces and those of our allies. Under 
these circumstances we must expect that 
there will be progressive increases in 
the lists of articles and materials that 
will have to be rationed. These con- 
ditions will result in economic conse- 
quences of new sorts that we have never 
before experienced. 
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During all our previous history pros- 
perity for the average citizen has ex- 
isted whenever he could freely exchange 
what he could do, and could get in re- 
turn the things that he wanted, and 
that sort of prosperity came into being 
whenever jobs were plentiful and wages 
were high. This time those conditions 
no longer prevail. Jobs are plentiful 
now, and wages are high, and demands 
for workers will become even more in- 
sistent, and industrial wage rates still 
higher, but those conditions will not re- 
sult in the kind of prosperity that we 
have repeatedly experienced in the past. 

This time money will not be equiva- 
lent to general purchasing power. It 
will only constitute restricted purchasing 
power in so far as rationed articles are 
concerned. Fortunately money can still 
be used to pay debts, and individuals, 
corporations, and municipalities ought 
to use it that way as vigorously as they 
can. This period brings with it the 
greatest opportunity to pay individual 
debts that any nation has ever experi- 
enced. We are being inducted into a 
new system of economics, and while it 
will call for many and varied sacrifices 
it will also afford us some new and rare 
opportunities. 





VIEWS 


ON i f 


Recent Speeches Given Before National, 
Regional or State Groups — Digested 
or Excerpted for Your Convenience ... 


CONSUMER CREDIT AND THE WAR 


By Joun Burcess 
Vice-President Northwestern National Bank & Trust Company, Minneapolis, Minn. 


UT of a clear sky, on a peaceful 
Sunday morning, the Japanese 
brought to us complete revolution 

in our economic life. The billions that 
have been appropriated and will be 
spent hastily, perhaps carelessly, fever- 
ishly, I will not dwell upon. This war, 
as it affects installment credit, is the 
subject to which I will endeavor to con- 
fine myself. 

The installment loaning business of 
the United States was about a ten-bil- 
lion-dollar business, taking into consid- 
eration commercial installment credits, 
cash lending agencies — automobile, 
truck, and equipment loans. 

Has this business received a fatal 
wound, or only a solar-plexus blow 
which has put it down for a short—or 
maybe long—count? Will Consumer 
Credit agencies give up and quit? Will 
the banks in this field endeavor to oper- 
ate within the scope of the regulation 
in fields that are left, or will they suffer 
these activities to liquidate, dry up, and 
blow away? 

For myself, I conceive it to be the 
duty of banks to continue in the in- 
stallment lending business. And I con- 
ceive it to be good business. And I 
- conceive it to be in the interests of the 
public, the national economy, and their 
own stockholders, to endeavor to solve 
the problems, to maintain as much vol- 
ume as is consistent with good business, 
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and to keep the machinery of install- 
ment sales and financing in as good 
workable condition as possible until 
after the war. 

Admittedly, the prohibition invoked 
against the sale of rubber tires, the pro- 
hibition of the manufacture of any auto- 
mobiles, and the curtailing of the pro- 
duction of refrigerators, oil burners, 
stokers—all of the myriad things which 
had become adjuncts to convenient, 
comfortable, safe living—was a terrific 
blow to installment loan operations, 
quite aside from the rightful and patri- 
otic diversion of surplus funds into de- 
fense bonds. 

Well, if we are to continue in the field, 
and that I leave to each banker to de- 
cide for himself after careful analysis 
of his situation, what fields are left? 
Automobile loans accounted for about 
one-third of the installment paper in dol- 
lar volume. Household equipment loans 
accbunted for perhaps 10 per cent. 
What fields, then, ARE left? 

First, the automobile field as yet is 
far from being entirely dead. There 
are millions of good used cars on hand, 
and their ownership may shift once, 
twice, perhaps three or four times. 
There are unknown thousands of miles 
of good transportation left in the spare 
tires on these cars, and in secondhand 
tires, which within the last year or two 
have become a recognized article of 
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commerce. Under certain conditions 
we can continue to make loans for the 
purchase of secondhand cars, or these 
same cars may be used as security for 
loans to meet personal emergencies. 

However, in order to do this with a 
reasonable degree of safety, greater care 
must be exercised than ever before. For 
instance, I personally, so far as the de- 
partments under my general direction 
are concerned, cannot countenance a 
loan henceforth on a used automobile 
or truck except after personal inspec- 
tion has shown conclusively that the 
rubber is in fair-to-good condition, and 
that the car carries at least one fair-to- 
good spare tire, properly inflated, for 
inner tubes are just as hard to come by 
as casings. In other words, make sure 
that the car can run on the rubber with 
which it is equipped for the period for 
which the loan is made. We, as bank- 
ers, like to have margins; and—note 
this—a car equipped with four reason- 
ably good tires and with one reasonably 
good complete spare has a margin of 
25 per cent in tires right with it—pro- 
vided they are padlocked on. 

As a further precaution I suggest that 
in checking the serial number of the 
body and the number of the motor, that 
the numbers and make of the tires be 
noted, and that these data be embodied 
in the mortgage or conditional sales 
contract. 

Incidentally, at this point I might re- 
mark that at present you cannot make 
loans on new cars without regard to 
Government regulations. New cars are 
being rationed—so, before making a 
loan on a new car, you must make sure 
that the purchaser has permission to ac- 
quire a new car. This may be changed 
any day, however. 

Personal cash loans, the foundation 
of many a large business, and really the 
basis upon which installment loan de- 
partments were originally built, will be 
in demand not only for the usual emer- 
gencies—medical, moving, local taxes, 
etc.—but, more especially, it now seems 
probable, for increased income taxes. 
This great cash lending field remains 
open. It is still a fertile field for the 
skillful cultivator; but, if I may be al- 


THE BANKERS MAGAZINE for March 


, 1942 


lowed the metaphor, this field has more 
rib-cracking boulders and exasperating 
stumps in it than ever before. 

Because of the dislocation of business 
due to the war, many people are being 
thrown out of employment—at least 
temporarily. This makes single-name 
paper far more hazardous than under 
normal conditions. The kind of em- 
ployment and the permanence thereof 
now becomes a prime factor. In addi- 
tion, we have the problem of ascertain- 
ing the draft status of every borrower, 
whether in the cash lending, automo- 
bile or equipment field. 


Equipment loans for defense, for re- 
placements, for the new businesses that 
war will bring (what they are, I don’t 
know, but they will develop), promise 
a prolific field. Here, again, extreme 
caution must be used in seeing that 
maturities are not unduly stretched, that 
there is a substantial down payment, 
and that the borrower is morally re- 
sponsible and has some net worth. 

The productive capacity of American 
industry is so great that, while machine 
tools of any vintage could be sold a 
year ago, I think that we can detect 
signs of the machine tool industry catch- 
ing up with the current demand; and, 
while I have no data on which to base 
my thoughts, it looks to me as if it will 
not be long before machine tools will 
not have the ready secondhand value 
that they have had in the past year. 

It is up to the bankers of the United 
States to codperate with farmers to the 
limit of safety. Secretary of Agricul- 
ture, Claude R. Wickard has said, “Food 
will win the war and write the peace.” 
It may be! Napoleon said an army 
marches on its stomach. At any rate, 
food is vital. The farmers of the 
United States have a tremendous respon- 
sibility in this crisis. They must feed 
not only the nation at home and its 
armed forces abroad, but, practically 
speaking, all of our allies; and they are 
confronted with this great task at a 
time when farm labor is non est. 

Modern machines are, therefore, ab- 
solutely essential to plant, cultivate and 
harvest the crops which half the world 
must have in order to exist above the 
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level of mere subsistence, and keep in 
condition to fight a war for survival. 
Not too much raw material is going to 
be available for the manufacture of 
farm implements. Farm machinery now 
in existence will be taken better care 
of; equities will not be surrendered 
lightly: repossessions will be easy to 
dispose of. 

There are elements of risk, of course, 
in financing farm machinery. The hon- 
esty of the individual, crop conditions, 
the amount of the down payment, all 
have a bearing. Annual payments are 
the rule. and the collection of pay- 
ments from farmers requires great pa- 
tience, persistence, and attention to de- 
tail. Farmers as a class, I believe, are 
generally credited with being among the 
most honest of individuals. They will 
pay if they have the money. In farm- 
ing. as in no other field. does “man 
propose and God dispose.” The record 
of the great implement companies over 
a span of years shows that farm paper, 
when handled with reasonable skill, is 
not a bad risk. 

It should be remembered, also, that 
the farm tractor of today is as much 
different from the tractor of ten years 
ago as the automobile of today is dif- 
ferent from the automobile of fifteen 
years ago. The modern tractor will do 
practically everything on the farm that 
a horse will do and do it more rapidly 
and efficiently. The new rubber-tired 
tractors are capable of speeds of twelve 
to fifteen miles an hour on the highway, 
and will haul trailers full of produce 
to market literally without turning a 
hair. 

Combines 


and 


threshing machines 
and corn pickers—good in some locali- 


ties—more hazardous in others—but all 
an interesting and profitable field. And 
do not forget what implement men call 
the “light line,” i.e., cultivators, plows, 
harrows, drills, drags, separators, milk- 
ing machines. This line is more likely 
to be sold on conditional sales contracts 
with monthly payments, instead of an- 
nual or semiannual payments. Cream- 
ery and cheese plant equipment has also 
had a fair-to-good experience. 
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Then there are the miscellaneous 
fields, like loans on cash value of life 
insurance. Personally, | am a great 
believer in discouraging loans on cash 
value; but, if the borrower needs the 
loan for a worth while purpose, I think 
we are doing a better job for the bor- 
rower if we put him in the Installment 
Loan Department with a modest monthly 
payment, so that in time he may recap- 
ture this most valuable asset. The ethics 
of sound loaning have been wilfully dis- 
regarded by many banks in this field. 
They have advertised for loans on cash 
value at low rates—and in many cases 
have offered as an inducement the fea- 
ture that no repayments are necessary 
for a long period—one case I have in 
mind being five years. Certainly this 
comes close to the line of putting the 
borrower into a state of “perpetual 
bondage.” Banks generally charge a 
lower interest rate for these loans than 
do the insurance companies; but, while 
charging a lower rate, in my humble 
opinion, we as bankers should arrange 
a program of liquidation for the cus- 
tomer’s sake, if not for the bank’s. 
Parerthetically, if life insurance com- 
panies find themselves with sharply de- 
creasing volumes of business, increasing 
lapses, and consequent decreases in pre- 
mium income—the position of those 
banks that have bought large amounts 
of cash value loans from brokers at 2 
per cent or 21% per cent may not be 
too enviable. In our bank we have 
never advertised for loans on cash value 
of life insurance, but have taken care 
of our own customers who have asked 
for such accommodation. 

Other fields in this miscellaneous 
group might consist of artificial limbs, 
hearing devices, dentures, even glass 
eyes, not to speak of directly financing 
surgical operations through codperation 
with hospitals. This may seem grue- 
some, as we talk about wars and epi- 
demics and all the stark realities of life 
—but we might as well be realistic in 
these conferences. 

Wars are not new; poverty is not un- 
usual; hate has been only too preva- 
lent. But this war, like all other wars, 
will eventually end; and, when it does, 
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the Government will be urging banks to 
make installment loans for the purchase 
of automobiles and household equip- 
ment of all kinds. The machinery of 


installment sales and financing should 


be in good working order, available to 
take up the slack of post-war depression. 
—From an address at the Mid-Winter 
Meeting of the Wisconsin Bankers 
Association. 


ADVANTAGES OF COMMON TRUST FUNDS 


By E. A. STUEBNER 


Vice-President, Fidelity-Philadelphia 


OMMON trust funds permit greater 
diversification of investments, al- 
low closer supervision of invest- 

ment policies, permit a flexible invest- 
ment policy. make it possible for the 
trustee to take advantage of unusual 
market conditions, allow careful timing 
of security purchases, and give partici- 
pating trusts the advantage of execution 
of transactions at uniform prices. 

The common trust fund is designed 
primarily for the collective investment 
of funds of small trust accounts. It of- 
fers such accounts a number of advan- 
tages. the most important being a broad 
diversification of security holdings. 
Under current war-time conditions which 
are producing such rapid and far-reach- 
ing changes. diversification assumes 
added importance and, in my opinion, 
should be the keystone of any invest- 
ment policy. 

The portfolio of the common trust 
fund is under the direct supervision of 
trust investment officers, the senior of 
this group being charged with the 
primary responsibility for initiating 
changes. A summary of the diversifica- 
tion of the holdings showing both cost 
and market values is compiled. This 
summary, together with a list of the se- 
curities held and a record of all transac- 
tions for the preceding week, is pre- 
sented to the trust investment advisory 
committee. These records are re- 
viewed by the executive committee and 
board of directors. Matters of general 
investment policy as well as contem- 
plated purchases and sales, are also dis- 
cussed. Accordingly, the holdings in 
the fund and the investment policy 
adopted represent the composite judg- 
ment of an experienced group. 
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Trust Company, Philadelphia, Pa. 


The common trust fund enables the 
trustee to follow a flexible investment 
policy. Such a policy might involve 
maintaining a substantial position in 
short-term Government obligations with 
the idea in mind of buying selected secu- 
rities at fixed limits or on a scale down; 
or again it might call for a varying pro- 
portion of common stocks dependent on 
changes in the market averages. How- 
ever, regardless of the elements of an 
institution’s investment policy or how 
responsive it is made to changing mar- 
ket and economic conditions, it can be 
applied with facility to hundreds of trust 
accounts by means of the common trust 
fund. 

The common trust fund permits care- 
ful timing in the purchase of securities, 
particularly common stocks. Most of 
our common stocks have been acquired 
on a scale down during periods of mar- 
ket weakness and in limited amounts at 
any particular price. In purchasing 
fifty shares of a medium-priced stock 
for an individual trust, it simply would 
not be practical to buy it in units of 
five shares on a declining scale; yet 
the participating trusts in our common 
trust fund have had the benefit of just 
such a procedure. 

Participating trusts are given the ad- 
ditional advantage of the execution of 
transactions at uniform prices. We are 
all familiar with the difficulty in today’s 
thin markets of executing a substantial 
volume of sales or purchases of a par- 
ticular security. In carrying out a rec 
ommendation of our Trust Investment 
Advisory Committee for the general pur- 
chase or sale of a given security, those 
trusts which act promptly usually do so 
at a more favorable price than those 
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accounts in which there is a delay. The 
common trust fund is in a position to 
act immediately on such recommenda- 
tions and, even if it is necessary to exe- 


cute them in piecemeal fashion, the ef. 
fect is the same on all participating 
trusts.—From an address at the Mid- 
Winter Trust Conference in New York. 


PRIVATE PROPERTY RIGHTS ESSENTIAL TO DEMOCRACY 


By Pau F. CapMAN 


Economist, American 


S a people we are fully ready to 
> the restrictions on the ex- 
ploitation of our fellow men, but 
we are not ready for Government own- 
ership; we have no faith in bureau- 
cracy; we do not believe that wealth can 
be created by decree; and we are far 
from ready to accept the dictates of a 
super-state, managing and directing the 
production and distribution of our 
Democracy is essentially a slow proc- 
ess; it is cumbersome, expensive, and 
often inefficient. But thus far in history 
it is the only way of life which has 
made possible the enjoyment of human 
freedom. It will survive here for many 
generations, despite every adverse symp- 
tom, if and as the American people real- 
ize that the right to possess and to en- 
joy and to bequeath is the principal 
source of the welfare and the security 
which they so much desire. 

Any society which stops believing in 
the rights of private property is not 
only certain to stop defending them 
but is equally certain to abolish them. 
If as a people we do not believe in pri- 
vate property, we cannot have it—not 
even if the institution is ordained by 
God himself! But the thinking of a 
modern industrial society about its eco- 
nomic and political institutions is con- 
stantly in a state of flux and the action 
which depends on that thinking is 
equally unstable. 

The incentive supplied by private 
property has made possible the crea- 
tion and accumulation of wealth in a 
quantity sufficient to provide the wel- 
fare which mankind now enjoys and 
which he may yet enjoy in a fabulous 
increase. 

In the post-war period there will be 
need for a productive effort greater than 
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any yet known; greater, even, than that 
of the war itself. That effort will not, 
because it cannot, be brought about by 
any decree. There must be incentives 
so great that they will produce incal- 
culable drives on the part of individu- 
als with all varieties of ability. Thus 
far in the history of our material civi- 
lization private property has supplied 
that incentive. 

Without the stimulation of possession 
and enjoyment, man must be compelled 
to produce. And such a compulsion is 
contrary to every known tenet of free- 
dom as it is understood after a hundred 
and fifty years of American democracy. 

In times of peace the average Ameri- 
can will not submit to a law which com- 
pels him to work. Nor will he accept 
a law which compels him to submit to 
a government within the government in 
order to work. Nor will-~he be told 
where he must work, nor will he accept 
an ultimatum as to what he must do. 
But when his energies are liberated by 
the prospect of enjoying his skill, his 
training, his ability, his strength, his 
intelligence—he can be more productive 
than any other laborer in the world. 

It is conceivable that our society by a 
majority expression might wholly reject 
the institution of private property. It 
is conceivable that the American people 
by ballot might vote this country into 
a socialist regime. But it does not yet 
appear that they would be willing to 
live under a collectivist regime or to 
accept the compulsion of a super-state, 
and it is by no means established that 
the super-state could produce the wealth 
necessary to make available the welfare 
which it promises.—From an address 
at the Mid-Winter Trust Conference in 
New York. 
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CARE OF CASH AND RECORDS IN AIR RAIDS 
By E. M. Van Norden 


Director, United States Savings and Loan League 


HE preservation of the records is 

more important than the safe- 

guarding of cash because the 
amount of cash on hand is always rela- 
tively small. It is a very simple and 
effective operation to provide each em- 
ployee handling cash with a metal box 
into which the cash can be quickly 
placed and the box then deposited in a 
safe or vault. 

The experience of banks in London 
shows that nothing is safer than a base- 
ment vault. It is not practical, how- 
ever, to suggest that when the alarm 
for an expected raid is sounded all rec- 
ords be transferred to a basement vault. 
First, too much time would be required 
to carry out the transfer and lives would 
thereby be endangered, and second, 
vaults are not generally available and 
where they may be available they are 
not large enough. 

A basement vault or heavy safe does, 
however, play a necessary part because 
there are some records that cannot read- 
ily be duplicated, such as mortgages 
with the accompanying bonds, title poli- 
cies, searches, insurance papers, tax rec- 
ords, etc., all of which are usually filed 
in fireproof cabinets or safes but not 
always in vaults. It is recommended 
that these records be deposited at once 
in a vault. It is true that such a prac- 
tice will result in a delayed access but 
no mortgagor will object to such delay 
when the purpose of the plan is ex- 
plained. 

It may be argued that mortgage in- 
surance and tax records are all dupli- 
cated in the County Clerk’s office, tax 
department or insurance company office. 
This is true, but the work of securing 
certified copies of legal standing is cer- 
tainly greater than the little trouble and 
expense that are involved in the secur- 
ing of vault facilities. 

The most important running record 
to be preserved is the shareholder’s 
ledger cards. It might prove very em- 
barrassing to rely on the shareholders’ 
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pass books for the detailed record of 
payments and withdrawals because they 
are not always posted to date and are 
frequently lost or misplaced. Also, 
some associations do not use pass books. 

To guarantee the preservation of this 
vital record, it should be duplicated at 
once and at the same time a procedure 
should be installed for duplicating or 
preserving the daily transactions so that 
at no time will there be any entry that 
is not duplicated or safeguarded. 

The most effective way of duplicating 
the ledger cards is by photography on a 
16 mm. film. A single machine can 
photograph 50 cards per minute at a 
cost of $5.00 per 1,000 cards if the 
cards are not more than 81% by 14 
inches. This work can be done by con- 
tract. It is not necessary to purchase 
a machine. 

Metal containers to hold the film rec- 
ords are quite inexpensive and the space 
required for storage is insignificant. 

All papers to be photographed must 
be delivered by a representative of the 
association to the photographer and this 
representative must remain with the 
photographer during the operation and 
be responsible for the return and safety 
of the papers at all times. The work 
is done only by appointment. If over- 
time is required an extra charge of 
$1.00 per hour per operator is charged. 

The orderly arrangement and index- 
ing of all cards and papers must be 
done by the representative of the asso- 
ciation. 

If reproductions of the film pictures 
be required the cost ranges from 25 
cents to seven cents per print raised to 
original size. The cost range depends 
on the number and size of prints 
wanted. It is suggested that experi- 
ments be made before ordering copies to 
determine the limit of reduced size in 
order to produce the smallest legible 
copy. 

It is recommended that the films be 
stored at some location distant from the 
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main office. This location need not be 
a vault or heavy safe but it is suggested 
that it be at least a locked fireproof 
box. The suggestion of distance is 


based on the assumption that it is highly 
unlikely that both the main office and 
the distant location will be hit at the 
same time.—From “Savings and Loans,” 


TAXES BEST DEFENSE AGAINST INFLATION 


By Henry H. HEIMANN 


Ewecutive Manager, National Association of Credit Men 


AXES and more taxes are the best 

possible economic defense of our 

people. Peace-time opposition to 
excessive spending and the attendant 
tax burden must give way to endorse- 
ment of higher and higher taxes. 

The value of conserving what we 
have outweighs the importance of an 
immediate return on our investments. 
In favoring heavy war taxes, I am not 
advocating a socialistic or communistic 
doctrine of confiscation. Indeed, that 


is just what the program is intended to 
avoid. 

Simply put, it amounts to this: You 
are the owner of a savings account or 
an insurance policy for your family’s 
protection or your old age; you quite 


likely have some property or shares of 
stock or bonds. 

These assets—the material aspects of 
our way of life—are in danger, as are 
our social and political heritage. 

You must act now in defense of your 
way of life and your life’s accumulation. 
The greatest decision you can make is 
that for this end and the remaining war 
years you are willing to be taxed to 
whatever possible limit of your ability 
to pay. You want no wasting of your 
money on “frills,” but you must be will- 
ing to concede that during these war 
years your job—and the nation’s—will 
be to hold what you have. 

Such a decision will help protect your 
savings, even though it will not help 
pay all the war bill. Such a program 
at this particular time will go a long 
way to defend democracy and the capi- 
talistic system of free enterprise. 


Let us tighten our belts and get ready 
for higher taxes. Let us now take the 
steps to preserve our way of life by an 
all-out anti-inflationary tax program. 
Such a program will not destroy our 
incentive. To claim that is to say we 
are dollar patriots. 


Hand in hand with the military and 
naval campaigns, the United States must 
win both the battle of production and 
the battle against inflation. 

Our peace-time defenses against our 
ancient monetary and credit enemy— 
ruthless inflation—have been  out- 


flanked, infiltrated, weakened. 


We have a mongrel price control bill 
that is none too reassuring. Great open 
gaps in our price control defense line 
are labor and agricultural costs. We 
have proposed legislation to permit di- 
rect buying of Government securities 
by our Federal Reserve System. 

We do not question the motive of this 
bill, nor doubt the determination of its 
sponsors to keep control. Yet we can- 
not escape the fact that history has re- 
vealed the danger inherent in the direct 
monetization of Government debt by the 
banking system. 

Many unusual, portentous programs 
have already been adopted because of 
the war. Some are extraordinary, others 
unorthodox by peace-time standards. 
They are deemed essential to the prose- 
cution of the war. We are all com- 
mitted to every sound effort to win the 
war. Even some of the normal eco- 
nomic defenses may have to be replaced 
by, or adapted to meet new needs. 
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Advertising and 
Public Relations 


Digests of Recent Ideas, Campaigns, 
Advertisements, etc. 


State-Wide Savings Campaign 
The last week in February marked the 


start of a state-wide campaign for the 
promotion of savings by the “Savings 
Banks of the State of New York.” The 
opening gun of the campaign was an 
advertisement to appear in newspapers 
in nearly every savings bank community 
in the state. This is a codperative drive 
by newspaper. radio and motion picture 
to bring about “a full realization among 
our people that consistent and extensive 
saving on the part of everyone is just 
as vital to American security as the pro- 
duction of ships, tanks and airplanes.” 

The purposes of the campaign are 
outlined in Association News Bulletin 
by Edward B. Sturges, 2nd, public rela- 
tions counsel, as follows: 

“While savings bankers recognize the 
absolute necessity for preserving a sound 
financial base during the present crisis, 
the public—six million people who are 
savings bank depositors, their friends, 
and their families—generally do not. 
They have been further confused by con- 
flicting rumors concerning inflation, fu- 
ture shortages of goods, confiscation of 
savings, and intensive pleas to buy De- 
fense Bonds. As a result, many people 
are buying goods in fear of rising prices 
and shortages. Some are hoarding cash 
in their homes or in safe deposit boxes, 
and a good many, prompted primarily 
by patriotism, are transferring existing 
savings into Defense Bonds. 

“They have not recognized that all of 
these activities, although perhaps well- 
intentioned, are in fact harmful, even 
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including the transfer to Defense Bonds; 
for this action causes banks to sell Gov- 
ernments, involves additional bookkeep- 
ing and expense for both the bank and 
the Treasury, and generally necessitates 
the Government paying a higher rate 
of interest for the funds borrowed. 

“It is a primary objective of the cam- 
paign to stop withdrawals for these va- 
rious purposes and to stimulate the flow 
of new savings into both Defense Bonds 
and savings accounts. Likewise, the 
savings banks have a responsibility to 
present depositors and to themselves to 
impress upon people the importance of 
mutual savings banking as a stabilizing 
force is the American economic system. 

“Just as in years gone by, individual 
savers, through funds deposited in sav- 
ings banks, have had a share in building 
America while building security for 
themselves, so today savings funds are 
needed to help make America, as well 
as the individual, secure. 


“Unless these facts are aggressively 
and convincingly put across so as to 
build a huge volume of voluntary sav- 
ings, a system of compulsory savings 
appears inevitable. As leaders in the 
savings field, the savings banks not only 
have the responsibility but are particu- 
larly qualified to tell the story effec- 
tively. 

“A first step was taken toward our 
objectives shortly after the first of the 
year, when Defense Bond sales and de- 
posit figures were released to the press. 
It was evident from these figures that 
substantial withdrawals were made for 
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the purchase of Defense Bonds, and Mr. 
Bruére took the opportunity to state, 
‘Savings so transferred are merely 
switched from one type of Government 
bond to another, yet with littlke—if any 
—net gain to the defense financing pro- 
gram, and an actual increase in cost to 
the Government.’ He added, ‘Not until 
there is widespread reduction of pres- 
ent expenditures and regular additions 
to total savings will the campaign for 
victory receive the necessary financial 
support and the preservation of a sound 
economy be assured.” 

“This statement was followed by a 
letter to the editors of the principal pa- 
pers in the state asking their editorial 
support.” 


The Home Front 


An advertisement based on the theme 
that the “home front” must not be neg- 
lected appears in Atlanta, Ga., newspa- 
pers over the signature of the First Na- 
tional Bank of Atlanta. Text reads as 
follows: 

“While the nation pours its strength 
and energies into our national war ef- 


fort—one must not lose sight of another 
most important front—the home front. 
“The First National Bank has much 


more than a conventional interest in our 


home folks. For 77 years this bank 
has been a partner to their hopes, de- 
sires and needs. We have had a part 
in their progress, and under the stress 
of new conditions will stand by with 
every facility at our command to give 
them friendly encouragement—depend- 
able counsel—as well as material aid. 

“For what we do for the home front 
—we do for these United States of 
America. 

“Our great doors swing wide daily to 
legions of customers. You too will be 
most welcome to our many services.” 


Bicycle Loans! 


It didn’t take the Peoples National 
Bank of Rock Hill, S. C., very long to 
realize the possibility of financing bi- 
cycle purchases as a local service. A 
recent advertisement reads: 

“Since the ban on the sale of auto- 


mobiles by the Federal Government, 
naturally there has been a let-up in au- 
tomobile financing at this bank. Since 
there is an increased demand for bicy- 
cles, the “Old Reliable” offers the “Peo- 
plesplan” to prospective buyers of bikes 
in position to meet the easy require- 
ments. Bicycle loans may be repaid in 
installments on the pay day of the bor- 
rowers over a period of months.” 


Bank Lobby Card 


LeRoy Schouweiler, chairman of the 
committee on public relations of the 
Idaho Bankers Association, recommends 
that all of the banks in-the state exhibit 
in the lobby of the bank the following 
cards: 

A MESSAGE TO ALL IDAHO 
BANK PATRONS 

Now that the United States is in a shoot- 
ing war, men in management of this bank 
realize a greater responsibility to their coun- 
try, their community, their patrons, their 
institutions, and their employees than ever 
before. 

We urge that you know our men better. 
They are seasoned and fortified with experi- 
ence and facilities to analyze your rapidly 
changing positions. From these sources 
they have a valuable fund from which to 
draw the information, essential for sound 
planning. 

We believe their NUMBER ONE TASK 
is to foresee as they can the changes war 
will inevitably bring to business, and to 
assist you to meet them in the most effective 
possible way. 


The Automobile Problem 


Under the heading “Two Ways to 
Solve Your Automobile Problem” the 
Valley National Bank, Phoenix, Arizona, 
recently ran an advertisement whose 
text reads as follows: 

“Nobody knows just how long it will 
be before new automobiles can again be 
bought. If you don’t think your present 
car is in good enough condition to last 
‘for the duration,’ there are two things 
you can do: 

“1. You can have your present car 
reconditioned. 

“2. You can buy a good used car 
that you can depend on. 

“Whichever you decide to do, the 
Valley National Bank can help you. 
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“If you recondition your present au- 
tomobile, an economical Valley Bank 
Personal Loan will let you spread the 
repair expense over an entire year. 

“If you decide to trade in your pres- 
ent car for a used one in better condi- 
tion, you can take advantage of the 
Valley Bank’s thrifty Automobile Fi- 
nance Plan. You will get the Bank’s 
low discount rate of 6 per cent on cars 
up to two years old, and 8 per cent on 
cars three years old. You pay no bro- 
kerage fees, no confiscation or conver- 
sion charges, no extras of any kind. 
And you can place your insurance where 
you please. 

“Whether you’re buying another car 
or fixing up your present one, you'll find 
it’s easier on your budget to enlist the 
help of the Valley National Bank.” 


What to Do in ’42 


Sound financial advice is embodied 
in a recent advertisement of the Valley 
National Bank, Phoenix, Arizona, which 
makes the following nine suggestions on 
“what to do in *42”: 


1. Buy Defense Bonds. They not only 


will help win the war, but are profitable 
investments. Every 75c in these Bonds 
pays $1 in ten years. 

2. Save regularly. A reserve fund in 
a Valley Bank Savings Account—and 
added to regularly—will cushion the 
shock of financial emergencies. 

3. Reduce your monthly outlay. Con- 
solidate your outstanding debts and pay 
them off with a thrifty Personal Loan 
from the Valley National Bank. 

4. Buy wisely. Avoid needless pur- 
chases. Pay cash whenever you can. If 
you must buy on time, make as large a 
down payment as possible. 

5. Pay your bills. Borrow the money 
if necessary. But choose the borrowing 
plan carefully: compare the “total 
amount” you are asked to pay. 

6. Don’t delay repairs. The longer 
you put off necessary home repairs, the 
more they cost. An FHA Moderniza- 
tion Loan is the economical solution. 

7. Watch car expenses. If your car 
expenses for repairs and upkeep are ex- 
cessive, trade it in. A good used car 


“EYE-CATCHERS” 


These bank ad heads caught our 
eye and made us read the ad. How 
about you? 


How long do you want 
the War to last? 
—Citizens & Southern National 
Bank, Augusta, Ga. 


If it’s worth fighting for 
it’s worth paying for 
—American National 


Nashville, Tenn. 


Bank, 


Bicycle Loans! 


—Peoples National Bank, Rock 
Hill, S. C. 


Will you be walking 
after the first? 
—The National Bank of Com- 


merce, Providence, R. I. 


Tax Loans? ... Of Course! 


—Lincoln Bank and Trust Com- 
pany, Louisville, Ky. 


can be financed through the Valley 
Bank. 

8. Prepare for taxes. The Valley 
Bank can help you estimate your tax 
bill. Open a special tax-savings account 
and be prepared for tax due dates. 

9. Be business-like. Budget your in- 
come and expenses. Keep accurate rec- 
ords. Pay all bills through a personal 
checking account at the Valley National 


Bank. 


An Ad With 104 Signatures 


An advertisement of the Granite Trust 
Company, Quincy, Mass., is headed “A 
New Year’s Message from the 104 Co- 
workers of this 105 Year Old Bank.” 
Beneath the text of the ad, which con- 
tains a New Year’s Message to the bank’s 
customers, there appears in fac-simile 
the signatures of all of the bank’s offi- 
cers and employees. The message when 
thus personalized has a surprising in- 
crease in force and effectiveness. 
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BRIEFS 


Items of Interest from Many Sources— 
Condensed for Quick Reading 


A. B. A. to Hold Credit Clinic in 
Chicago 


Expanding further its series of bank- 
ing clinics on war-time credit problems, 
the American Bankers Association will 
sponsor a credit clinic to be held at the 
Stevens Hotel in Chicago, April 15-17, 
for bankers in the Mid-West area, it is 
announced by Henry W. Koeneke, 
A. B. A. president, who is president of 
the Security Bank of Ponca City, Ponca 
City, Oklahoma. 

The program for the Chicago credit 
clinic will be similar to the one 
held in New York March 4-6, and will 
feature discussions of the three basic 
fields* of bank credit, namely, agricul- 
tural credit, consumer credit and com- 
mercial credit, including defense lend- 
ing, Mr. Koeneke said. A full day will 
be devoted to each of these phases of 
credit. 

Banks to be included in the confer- 
ence are those in the States of Colorado, 
Illinois, Indiana, Iowa, Kansas, Ken- 
tucky, Michigan, Minnesota, Missouri, 
Nebraska, North Dakota, Ohio, South 
Dakota, and Wisconsin. Banks in these 
states will soon receive invitations to 
send representatives to the clinic. 

Informality will characterize the pro- 
gram, Mr. Koeneke says, the object be- 
ing to have a real working conference 
which will treat credit problems under 
war-time conditions by the clinical 
method. 

Various aspects of the three basic 
forms of credit will be projected by 
speakers at the morning general ses- 


Afternoon sessions will be bro- 
ken down into smaller groups in which 
delegates will be urged to participate, 
Speakers and discussion leaders will in. 
clude bankers, economists and Govern- 
ment officials. The program is in the 
process of development and will be an- 
nounced shortly. 


sions. 


Manufacturers Trust Company 
Adopts Voluntary Salary Plan 


Harvey D. Gibson, president of Manu- 
facturers Trust Company, New York, 
has announced that the entire regular 
active organization of Manufacturers 
Trust Company, consisting of all direc- 
tors, 317 officers and 2,932 staff mem- 
bers, has agreed to participate in the 
salary savings plan sponsored by the 
bank for the purchase of Series E De- 
fense Bonds. Each of the directors has 
agreed to accept all or part of his di- 
rector’s fees in this manner, and every 
officer and employee has signed an 
agreement with the bank directing that 
some portion of his or her salary be 
paid in defense bonds. On a yearly 
basis, total subscriptions thus author- 
ized will amount to approximately 
$350,000, representing approximately 
5 per cent of the annual salaries of the 
employees. 


D. Porter Dunlap in New Post 


Announcement has been made by 
Bank of America, N. T. & S. A., that D. 
Porter Dunlap, well known to bankers 
everywhere in the United States as vice- 
president in charge of correspondent 
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bank relationships, has been given ex- 
tended responsibilities. 

In addition to his present duties he 
will have general supervision over Bank 
of America’s account relationships with 
commercial concerns, which will greatly 
enlarge his contacts throughout the 
country. 


Minnesota’s Only Mutual Savings 
Bank in New Quarters 


The Farmers and Mechanics Savings 
Bank of Minneapolis has opened its 
new banking quarters at Sixth and 
Marquette Avenue in the city of Min- 
neapolis. 

For the past fifty years it has been 
located at 115 South Fourth Street, and 
during this time not only have deposits 
increased from five million to sixty- 
eight million dollars, but also the bank- 
ing operations have steadily expanded. 
Due to the necessity for larger quarters, 
construction of a new building was com- 
menced on January 2, 1941, just four- 
teen months ago. 

Located in the center of Minneapolis’ 
financial district and very close to the 
main shopping district, the new build- 
ing is designed in a modernized classic 
style which relies for its effectiveness 
upon careful proportioning of the walls. 
The exterior is finished in pink Kasota 
stone and red Cold Springs granite, 
both quarried in Minnesota. Along the 
Marquette Avenue side of the building 
is a planting pocket containing a long 
low line of savin junipers. 

High on the Marquette side of the 
building is a sculptured emblem of the 
bank embodying a Great Dane guard- 
ing a money chest, designed by Warren 
T. Mosman of the Minneapolis School 
of Art, who also designed the figures 
of a farmer and of a mechanic sculp- 
tured on either side of the main en- 
trance on Sixth Street. Above the main 
entrance is a large window for which 
Mr. Mosman designed bas-relief panels 
which are cast in glass. 

Passing through the main entrance, 
one steps directly into the main bank- 
ing room; to the left 110 feet long, are 
the tellers’ counters, and to the right are 


The 
Federal Reserve Bank 
of Boston 


By 
JosEPH H. TAGGART 


ERE for the first time in book 
form is a complete treatise on 
the history, economic background, 
organization and operation of the 
Federal Reserve Bank of Boston. 
It is one of a series of investiga- 
tions into various phases of bank- 
ing history undertaken by the 
faculty and graduates of Columbia 
University. 


The author, who is on the fac- 
ulty of the University of Kansas, 
is a native of Massachusetts. Be- 
sides a careful study of all of the 
available data, he has supplemented 
his research with personal inter- 
views with officials of the Federal 
Reserve Bank and Boston bankers. 


The book contains 75 tables and 
15 charts. The price is $5 deliv- 
ered. Examine a copy on 5 days’ 
approval. 


Price $5 delivered. 


BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 
Please send me on approval a copy of 
“The Federal Reserve Bank of Boston” 
by Joseph H. Taggart. At the end of 
5 days I will either remit $5 or return 
the book. 
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officers’ desks and conference rooms. 
Above, on each side of the room, are 
six tall windows of opaque glass. Teak- 
wood paneling predominates in this 
room, and the stone floor is bordered 
with black slate. 

At the far end of the main banking 
room is a lobby which leads into the 
mortgage department, a large room 
paneled in oak. Also from this lobby 
a hall leads to the Marquette Avenue 
entrance, and a semicircular marble 
staircase leads to the second floor on 
which is located the trustees’ room, 
paneled in walnut, and the new quar- 
ters of the School Savings Bank which 
was founded in 1908. An elevator leads 
to other bank offices and employees’ rec- 
reational rooms on the third and fourth 
floors of the building. 

The architectural design and details 
of the building have resulted from sev- 
eral years’ study of modern banks by 
McEnary and Krafft, architects, and by 
the officers of the bank. It is thought 
that the new building embodies the most 
modern design and features for serving 
the depositors of 175,000 accounts. 


The Farmers and Mechanics Savings 
Bank is the only mutual savings bank in 


Minnesota. It was founded in 1874 
when Minneapolis had a population of 
only 30,000 and, like the city, the bank 
has enjoyed a steady growth ever since. 
Its assets now amount to nearly $74,- 
000,000. Henry S. Kingman is its presi- 
dent and Thomas F. Wallace is chairman 
of the board of trustees. 


Veteran Philadelphia Banker Retires 


With an official expression of appre- 
ciation for his long period of faithful 
service, the board of directors of The 
First National Bank of Philadelphia has 
accepted the retirement of Alfred W. 
Wright, assistant cashier. On April 15 
of last year, Mr. Wright completed 55 
years in the employment of The First 
National Bank and the Centennial Na- 
tional Bank, which was merged with 
The First National in 1925. His re- 
tirement became effective as of Febru- 
ary 28. 

Mr. Wright started with the Centen- 


nial National Bank in 1886, ten years 
after it was organized. The bank was 
at 32nd and Market streets, in the same 
Branch of The First National. Mr. 
location as the present Centennial 
Wright's entire service has been at that 
location. 

Following his retirement, Mr. Wright 
plans to devote much of his time to 
civic and charitable activities in which 
he has long been interested. He is 
president of the Montgomery County 
Board of Prison Inspectors and treas- 
urer of the board of the Pennsylvania 
Working Home for Blind Men. He is 
also a member of the Managing Com- 
mittee of the George School at Newtown, 
Bucks County. 


Edwin Stair Curtiss Dies 


Edwin Stair Curtiss, vice-president of 
the Cleveland Trust Company, died 
February 2 of an ailment which kept 
him away from his desk intermittently 
during the past year and continuously 
since the latter part of December. 


Mr. Curtiss was born in Cleveland 
April 2, 1881. His entire business ca- 
reer was spent in the service of the 
Cleveland Trust Company, starting as 
a clearance clerk July 2, 1906. He 
served the bank actively and in many 
ways; up through bookkeeper, savings 
teller, loan clerk and assistant treasurer 
(1914), and _ vice-president (1925). 
During the past several years he spe- 
cialized in collateral loan work and 
was highly regarded in the banking 
field. 


Bank Loans Increase 


A further increase of $460,000,000 in 
the volume of loans and commitments 
made by commercial banks to finance 
war goods production is shown by the 
quarterly survey of defense lending ac- 
tivity of the American Bankers Asso- 
ciation for the quarter ended December 
31, 1941, just released for publication. 
The survey showed that 39] reporting 
banks in 152 cities had defense loans 
and commitments for defense loans out- 


standing on December 31 of $2,229,289,- 
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460, an increase of $464,289,460 over 
September 30. 

The A. B. A. report is based on a 
high-spotting survey of 500 of the coun- 
try’s larger banks, 391 of which re- 
ported the above figure of $2,229,- 
289,460. 

The survey revealed that 77 per cent 
of the loans and commitments were 
made without requiring the assignment 
of the Government contract while in 
25 per cent of the cases was such an 
assignment required. 

The 391 banks reported loans and 
commitments for supplies and equip- 
ment totaling $1,005,507,334, and for 
new plant facilities and construction, 
$714.974,854. For working capital 
loans arising out of operations of cus- 
tomers contributing indirectly to na- 
tional defense they reported $508,807,- 
272. 


New Type of A. I. B. Forum Meeting 


A new type of A. I. B. Forum Meet- 
ing was inaugurated by Richmond, Vir- 
ginia, Chapter of the A. I. B. on Janu- 
ary 15, when the first of the series of 
several forum discussions for the current 
season was held. Instead of one gen- 
eral meeting, a series of three meetings 
were conducted, starting with a luncheon 
meeting at noon for executive officers. 
This was followed by the meeting of 
junior officers and heads of operating 
departments at four o'clock, and the 
series concluded with a general mass 
meeting for all bank employees at eight 
o'clock in the evening. 

The general theme of the forum was 
built around personnel problems and 
public relations, with particular empha- 
sis on the part that banking is now play- 
ing in defense. 


Unpleasant Reminders 


In his “Bulletin” for January, John 
H. Payne, secretary, Virginia Bankers 
Association, writes: 

“In many towns of Virginia there are 
buildings formerly occupied by banks 
which are now vacant, or are being 
used for other types of business. Now 
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it is pretty hard to disguise a “bank,” 
for there is something about its archi- 
tecture which makes it stand out. 
However, so many times we run across 
the names of these former banks still 
standing out boldly on a barren build- 
ing, a feed store, or a storeroom. These 
names are often on metal plates, corner 
stones, above the doorways, and on win- 
dows. Certainly in the interest of re- 
moving unpleasant reminders, and the 
casual comment of passers-by that 
“There is another bu’sted bank,” those 
names should be completely obliterated. 
Think about it some and I wager it will 
also become one of your ‘pet peeves.’ ” 


Credit Congress to Meet in May 


The 47th Annual Credit Congress will 
be held in Cincinnati, Ohio, at the 
Netherlands Plaza Hotel, from May 10 
to 14. Approximately 1,500 credit and 
financial executives of manufacturing, 
wholesaling and banking firms will be 
in attendance. 

Among the forty group meetings 
scheduled for the Congress is one for 
bankers. The chairman of the commit- 
tee making arrangements is Thomas F. 
Regan, National Bank of Commerce, 
New Orleans, and the vice-chairman is 
Arthur L. Moler of the Fifth-Third 
Union Trust Company, Cincinnati. 

Committee members include Frank E. 
Jerome, Seattle First National Bank, 
Seattle; Fred I. Robertson, Cleveland 
Trust Company, Cleveland; Harry F. 
Schieman, Chemical Bank & Trust Com- 
pany, New York. 


Standard National Bank Sells Out to 
Manufacturers Trust 


Richard M. Lederer, chairman of the 
board of directors of Standard National 
Bank of New York, has announced that 
the board has sold the business of the 
bank, together with its building, to the 
Manufacturers Trust Company, which 
will operate it as its Woodside office. 
When Mr. Lederer took over the chair- 
manship just five years ago, the bank 
had total resources of less than $2,500.- 
000, and on January 1, 1942, had over 
$6.000,000, with more than 15,000 cus- 
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tomers and operating on record gross 
earnings of better than 5 per cent on 
total resources. 

The office will continue with the same 
personnel, while Mr. Lederer will lend 
his energies to aiding small business to 
adapt itself to the Defense Program, 
it being remembered that Standard Na- 
tional Bank was the first bank to make 
a Defense Financing loan under the 
new-law_ provisions. 


Convention Dates 
NATIONAL 


March 29-April 1—Association of Reserve 
City Bankers, Hotel Biltmore, Palm 
Beach, Fla. 

April 15-17—A. B. A. Credits Clinic, Chi- 
cago 

April 19-22—Executive Council, American 
Bankers Association, The Homestead, 
Hot Springs, Va. 

April 20—American 
Association, 
Chicago. 

May 10-14—47th Annual Credit Congress, 
Netherland Plaza Hotel, Cincinnati, 
Ohio. 

May 21-23—National Safe Deposit Asso- 
ciatien, Minneapolis, Minn. 

June 8-12—American Institute of Banking, 
Hotel Roosevelt, New Orleans. 

June 15-27—Graduate School of Banking, 
Rutgers University, New Brunswick, N. J. 

September 27-October 1—American Bank- 
ers Association, Book-Cadillac and Stat- 
ler Hotel, Detroit, Mich. 

September—Financial Advertisers Associa- 
tion, Chicago. 

October 4-8—American Bankers  Associa- 
tion, Book-Cadillac and Statler Hotel, 
Detroit, Mich. 

October 7-9—National Association of Bank 
Auditors and Comptrollers, Hotel Roose- 
velt, New York City. 

October 19-21—Financial Advertisers As- 
sociation, Chicago. 


Industrial Bankers 
Edgewater Beach Hotel, 


STATE AND REGIONAL 


March 16-17—Central States Conference, 
Hotel Palmer, Chicago 

March 24-25—Illinois Bankers Association, 
Conference, University of Illinois, Urbana. 

March 25-26—A. B. A. Real Estate Mort- 
gage Clinic, Hotel Waldorf-Astoria, New 
York City 

April 2-3—Maine Study Conference, Au- 
gusta. 

April 7—Wisconsin Bankers 
Conference, Madison. 

April 7-8—Indiana Bankers Agricultural 
Clinic, Purdue University. 


University 


April 10-11—Florida Bankers Association, 
San Carlos Hotel, Pensacola. 

April 23-24—National Association of Bank 
Auditors and Comptrollers, Eastern Re- 
gional Conference, Hotel Warwick, Penn, 

April 25—Association of Reserve City 
Bankers, White Sulphur Springs, W. Va. 

April 27-28—Louisiana Bankers Associa- 
tion, Edgewater Gulf Hotel, Edgewater 
Park, Miss. 

May 46—Arkansas Bankers Association, 
Hot Springs. 

May 7-8—Oklahoma Bankers Association, 
Tulsa. 

May 8-9—North Carolina Bankers Associa- 
tion, Pinehurst. 

May 9—Oklahoma Sth Annual A. I. B. 
Meeting, Mayo Hotel, Tulsa 
May 11-12—North Carolina Bankers As- 
sociation, Hotel Carolina, Pinehurst. 

May 11-13—Mississippi Bankers Associa- 
tion. Place not yet decided. 

May 11-13—Missouri Bankers Association. 
Place not yet decided. 

May 13-14—Indiana Bankers Association, 
Claypool Hotel, Indianapolis. 

May 13-15—Kansas Bankers Association, 
Topeka. 

May 14-15—Alabama Bankers Association, 
Jefferson Davis Hotel, Montgomery. 
May 14-16—New Jersey Bankers Associa- 
tion, Hotel Traymore, Atlantic City. 
May 15—New Hampshire Bankers Asso- 
ciation, Hotel Carpenter, Manchester. 
May 18-20—California Bankers Association, 

Hotel Del Monte, Del Monte. 

May 20-21—Ohio’ Bankers Association, 
Hotel Statler, Cleveland. 

May 20-22—Illinois Bankers Association, 
Jefferson Hotel, St. Louis. 

May 21-23—National Association of Bank 

*Auditors and Comptrollers, Mid-Conti- 
nent Regional Conference, President 
Hotel, Kansas City, Mo. 

May 21-23—Massachusetts Bankers Asso- 
ciation, New Ocean House, Swampscott. 

May 22-23—New Mexico Bankers Associa- 
tion, Fonda Hotel, Taos. 

May 24-26—New York Bankers Associa- 
tion, Hotel Astor, New York City. 
May 26-28—Texas Bankers Association, 

Gunter Hotel, San Antonio. 

May 29-30—Arkansas Junior Bankers As- 
sociation, Fort Smith. 

June—Michigan Bankers Association, De- 
troit. 

June 3-5—South Dakota Bankers Associa- 
tion, Cataract Hotel, Sioux Falls. 

June 3-7—District of Columbia Bankers 
Association, Hot Springs, Va. 

June 5-6—Idrho Bankers Association, Sun 
Valley. 

June 5-6—New Hampshire Bank Manage- 
ment Conference, Amos Tuck School, 
Dartmouth College, Hanover. 

June 8-9—Oregon Bankers Association, 
Hotel Baker, Baker, Oregon. 
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